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I INTRODUCTION 
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I 


INTRODUCTION 


A.  OBJECTIVE.  AUDIENCE.  AND  NEED 


• This  report  is  produced  by  INPUT  as  part  of  the  1983  Information  Services 
Industry  Program  (ISIP),  It  examines  and  forecasts  the  market  for  information 
services  in  marketing,  sales,  and  distribution  applications. 

• The  business  areas  of  interest  in  the  study  are  illustrated  in  Exhibit  l-l. 

Collection  operations  that  result  from  billing  and  invoicing  are  not 
included. 

The  functions  of  distribution  systems  that  are  integrated  with  inven- 
tory or  manufacturing  functions  are  also  excluded. 

• The  study  was  undertaken  because  there  Is  substantial  evidence  that  many 
firms  are  devoting  more  resources  to  the  sales  and  marketing  functions,  and  a 
number  of  information  services  firms  have  become  highly  interested  in  asses- 
sing opportunities  that  are  emerging.  Over  90%  of  the  users  contacted  during 
Interviews  stated  that  they  were  devoting  more  attention  to  sales  and  market- 
ing functions. 

• The  study  was  also  undertaken  because  information  is  scarce  regarding 
present  needs  in  sales,  marketing,  and  distribution,  and  regarding  the  means 
that  users  are  employing  to  meet  these  needs. 
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EXHIBIT  1-1 


SALES,  MARKETING,  AND  DISTRIBUTION 
FUNCTIONS  IN  A MODEL  FIRM 
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The  pressure  to  increase  revenue  and  income  is  a natural  outgrowth  of  the 
relentless  increase  in  costs  that  has  continued  from  the  last  decade.  The  first 
reaction  to  this  pressure  was  to  examine  costs  more  precisely  and  develop 
means  of  tracking  and  reducing  them. 

This  reaction  led  to  a great  expansion  in  the  use  of  financial  modeling, 
decision  support  systems,  and  graphics  to  examine  alternatives  from  a 
cost  standpoint. 

Data  base  systems  were  required  to  store  cost  information  on  finely 
divided  components  of  products  and  services. 

The  need  for  cost  reduction  played  a major  role  in  the  acceptance  of  on-line 
systems  and  integrated  applications  for  financial  applications.  This  emphasis 
on  cost  reduction  has  provided  substantial  opportunities  for  vendors  of 
computer  services. 

The  emphasis  on  cost  reduction  through  computing  has  now  been  balanced 
with  an  emphasis  on  the  use  of  computing  to  increase  the  net  income  of  firms 
through  more  systematic  approaches  to  sales,  marketing,  and  distribution. 


SCOPE  AND  USE 


The  study  probed  the  need  for  and  extent  of  use  of  automated  sales,  market- 
ing, and  distribution  systems  in  a cross  section  of  industries.  (A  profile  of 
respondents  is  included  In  Section  C,  Methodology,  which  follows.) 

The  study  concentrated  on  activities  of  firms  In  the  domestic  market, 
whose  headquarters  are  in  the  U.S.,  and  whose  revenue  exceeds  $100 
million. 
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Nonprofit  organizations  were  excluded. 

• The  information  services  delivery  modes  that  were  primarily  investigated  In 
these  applications  included: 

Remote  computing  services. 

Software  products  for  mainframe,  mini,  and  personal  computers. 
Integrated  turnkey  systems  for  mini  and  personal  computers. 
Professional  services. 

• The  study  reviewed  a wide  range  of  computer  applications  being  used  or 
considered.  In  order  to  indicate: 

Which  application  areas  are  most  attractive  in  this  market  segment. 

What  market  forces  have  caused  this. 

Which  applications  have  been  growing  most  rapidly. 

Which  applications  have  the  greatest  market  potential  and  likelihood  of 
generating  revenue. 

What  vendors  have  been  successful. 

To  what  extent  perceptions  of  vendors  match  those  of  users. 

What  the  impact  of  the  use  of  personal  computers  by  information 
service  vendors  has  been. 
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To  what  degree  software  integration  is  needed  in  this  marketplace. 


The  study  is  intended  for  the  use  of  information  service  vendors  who  desire  to 
assess  the  potential  of  this  market  segment. 

The  report  may  also  be  used  to  identify  ways  to  increase  participation  in  this 
market  with  existing  services. 


METHODOLOGY 


Research  for  this  report  was  based  on  a series  of  50  on-site  and  telephone 
interviews  conducted  by  INPUT  during  September  and  October  1983. 

Prospective  respondents  were  chosen  to  provide  a cross  section  of  firms,  from 
large  to  small  as  well  as  from  different  industries. 

Forty-two  in-depth  user  interviews  were  conducted.  Their  profile  by  Industry 
is  shown  in  Exhibit  1-2.  Fifty  percent  of  these  firms  had  revenues  over  $900 
million,  while  36%  had  revenues  between  $200  and  $900  million.  The  remain- 
ing 15%  had  revenues  below  $200  million.  In  order  to  add  depth  to  the  study, 
additional  research  was  carried  on  through  interviews  and  library  research  on 
the  firms  contacted. 

A copy  of  the  user  questionnaire  is  include  in  Appendix  C. 

A copy  of  the  vendor  questionnaire  is  included  in  Appendix  D. 

Ten  vendor  interviews  were  also  conducted  for  the  study.  Three  were  RCS 
vendors,  three  were  software  products  firms,  two  were  vendors  of  Integrated 
systems,  and  two  were  vendors  of  professional  services. 
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EXHIBIT  1-2 


PROFILE  OF  CORPORATIONS  INTERVIEWED 
(42  Interviews) 


Primary  Business  Activity 


- 6 - 

©1983  by  INPUT.  Reproduction  Prohibited. 


INPU 

MSD3 


•000082 


• INPUT  clients  and  industry  experts  were  also  contacted  for  ideas  and  sugges- 
tions. 

• Market  size  and  growth  rates  were  derived  from  a combination  of  respondents' 
answers,  information  from  INPUT  sources,  and  industry  experts. 

• Appendix  A contains  definitions  for  types  of  information  services  offerings. 

• Other  INPUT  reports  that  relate  to  the  subject  matter  of  this  research  are 
listed  in  Appendix  E. 
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II  EXECUTIVE  SUMMARY 


EXECUTIVE  SUMMARY 


This  executive  summary  is  designed  in  a presentation  format  in  order  to: 

Help  the  busy  reader  quickly  review  key  research  findings. 

Provide  a ready-to-go  executive  presentation,  complete  with  script,  to 
facilitate  group  communications. 

The  key  points  of  the  entire  report  are  summarized  in  Exhibits  II- 1 through  II- 
7.  On  the  left-hand  page  facing  each  exhibit  is  a script  explaining  that 
exhibit's  contents. 
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A.  OPPORTUNITIES  IN  SALES,  MARKETING.  AND  DISTRIBUTION 
APPLICATIONS  FOR  INFORMATION  SERVICES  VENDORS 


• INPUT  believes  that  sales,  marketing,  and  distribution  applications  are  a 
major  opportunity  for  information  services  vendors. 

• Interest  in  automated  solutions  to  these  functions  has  heightened  because  of 
economic  recovery  and  a shift  in  corporate  emphasis  toward  revenue  and 
income.  During  the  last  six  months,  there  has  been  a strong  shift  in  manage- 
ment attention  toward  these  functions,  and  more  pressure  is  being  put  on 
these  areas  to  obtain  results. 

• INPUT'S  research  report: 

Describes  the  increase  in  system  use  and  the  demand  for  new  applica- 
tions in  this  market  segment. 

Highlights  the  applications  where  growth  presents  the  greatest  oppor- 
tunity. 

Analyzes  the  systems  problems  and  other  factors  that  will  encourage 
users  to  seek  the  aid  of  vendors. 

Reviews  the  lack  of  market  awareness  and  response  from  vendors  who 
have  the  contacts  and  capabilities  to  respond  to  user  needs. 

Notes  opportunities  for  PC-related  strategies. 

Recommends  a series  of  steps  for  vendors  that  plan  to  expand  business 
in  this  market  segment. 
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EXHIBIT  11-1 


OPPORTUNITIES  IN  SALES, 
MARKETING,  AND  DISTRIBUTION 
APPLICATIONS  FOR  I.S.  VENDORS 

• Major  Opportunity  for  IS  Vendors 

- Increased  Attention  from  Management 
to  These  Functions 

- Over  Two-Thirds  Have  Increased  Goals 
for  Sales  Volume  During  This  Year 

• Research  Scope 

- Major  Growth  Opportunities 

- Problems  Encountered 

- Factors  that  Will  Promote 
Use  of  Vendors 

- Lack  of  Vendor  Awareness 

- PC-related  Strategies 

- Recommendations 
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B.  INCREASED  INTEREST  IN  APPLICATIONS 


• The  pressure  for  results  in  this  market  segment  can  be  seen  in  the  increased 
demands  for  results  experienced  in  U.S.  corporations. 

Seventy-one  percent  of  corporate  respondents  report  that  top  manage- 
ment increased  the  goals  for  sales  volume  In  1983. 

Fifty-eight  percent  report  that  management  wants  to  improve  the 
profitability  of  business  by  changing  the  product  mix,  pricing,  or 
market  segments  and  customers  that  the  company  addresses. 

Fifty-five  percent  report  new  efforts  to  reduce  the  cost  of  sales  and 
other  marketing,  sales,  and  distribution  activities. 

Thirty-eight  percent  report  that  top  management  wants  more  informa- 
tion on  sales,  customers,  and  products  available  for  analysis  that  can 
result  in  increased  net  revenue. 

• These  increases  represent  pressure  above  and  beyond  goals  that  had  already 
been  set  for  1 983. 

• These  pressures  have  had  a direct  impact  on  applications  in  the  market 
segment. 

There  is  a recent  surge  In  the  use  of  automation.  Forty  percent  of 
corporations  report  high  growth  in  the  use  of  systems  In  this  market 
segment. 

During  the  last  two  years,  the  plans  to  initiate  new  systems  are  almost 
two  times  more  frequent  than  the  actual  development  of  new  systems 
(67%  versus  35%). 
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EXHIBIT  11-2 


INCREASED  INTEREST  IN  APPLICATIONS 
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Percent  of  Respondents 


C CURRENT  APPLICATIONS  SYSTEMS  CANNOT  MEET  DEMANDS 


• The  increase  in  business  demands  on  sales,  marketing,  and  distribution  appli- 
cations systems  has  uncovered  problems  in  many  application  areas. 

Insufficient  information:  more  information  is  needed  from  market 

exploration,  market  research,  and  ordering  systems. 

No  system  interface  or  integration:  in  many  firms  there  are  no  direct 
data  interfaces  between  order  entry  and  sales  analysis,  distribution  and 
sales  forecasting,  and  customer  information  and  profitability. 

Data  not  organized  or  stored  to  meet  needs:  more  capability  is  needed 
to  store,  organize,  analyze,  and  report  data  for  market  research,  sales 
analysis,  and  distribution  systems. 

Reporting  capability  is  inadequate:  more  flexibility  is  needed  to  report 
data  from  sales  development,  call  tracking,  and  market  research  appli- 
cations. 

Processing  is  inadequate  for  reporting  needs:  the  processing  of  sales, 
market  research  or  distribution  data  does  not  allow  sufficient  analysis 
of  changing  conditions  to  be  made. 

• Marketing,  sales,  and  distribution  systems  in  use  are  described  as  old  and 
inadequate  by  corporations.  Systems  cannot  be  used  at  decentralized  sites  or 
integrated  with  related  systems. 

• Users  also  realize  that  they  need  aid  in  activities  such  as:  defining  require- 
ments for  new  order  entry  and  distribution  resource  planning  systems,  deter- 
mining what  data  is  significant  for  cost  analysis  and  profitability  calculations, 
and  evaluating  new  sales  and  marketing  applications. 

• This  need  creates  an  important  opportunity  for  IS  vendors. 
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EXHIBIT  11-3 


CURRENT  APPLICATION  SYSTEMS 
CANNOT  MEET  DEMANDS 
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D.  SIX  APPLICATIONS  ARE  OF  HIGHEST  INTEREST 


• The  application  systems  in  this  market  cover  a range  of  19  areas  that  are 
listed  in  Appendix  B.  The  interest  in  marketing,  sales,  and  distribution 
applications  is  illustrated  by  showing  the  level  of  demand  In  six  key  areas. 

• Market  exploration  is  an  area  where  growth  in  the  use  of  proprietary  data 
bases  has  been  high.  Market  exploration  involves  matching  the  characteristics 
of  likely  customers  or  products  against  a data  base  of  Information.  Market 
research  is  today  much  more  frequently  utilized  in  corporations  with  over  $50 
million  in  revenue  than  information  services  vendors  may  realize.  The 
pressure  on  U.S.  corporations  for  increased  sales  volume  has  raised  many 
questions  regarding  product  appeal,  customer  needs,  and  new  market  segments 
that  require  research. 

• Sales  analysis  had  shown  little  introduction  of  new  systems  until  the  recent 
need  to  investigate  sales  mix,  customer  activity,  and  costs  associated  with 
sales  led  corporations  to  analyze  their  sales  much  more  thoroughly. 

• Order  entry  systems  are  being  used  more  heavily  in  order  to  expedite  order- 
ing. These  systems  will  be  extended  to  handle  more  goods  and  services  and  to 
capture  more  data  on  sales  for  analysis  by  corporate  management. 

• Profitability  analysis  Is  an  application  area  in  which  several  techniques  are 
being  used  at  present  to  analyze  costs  and  revenues  by  customer  and 
product.  Data  bases  are  being  utilized  to  collect  and  organize  data  for 
analysis  and  modeling,  and  decision  support  systems  are  being  used  to  analyze 
profitability  as  well  as  the  effects  of  different  product  mixes  or  prices. 

• Distribution  resource  planning  applications  represent  sizable  expenditures  for 
systems  that  will  integrate  data  from  forecasting  and  order  entry  systems 
with  distribution  planning  capabilities. 
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EXHIBIT  11-4 


SIX  APPLICATIONS  ARE 
OF  HIGHEST  INTEREST 


High- 
Interest 
Applications 
Areas 


Figures  s Percent  of 
Corporate  Respondents 


Level  of  Demand 


Market 

Exploration 


Market 

Research 


Sales 

Analysis 


Order  Entry 

Customer 

Profitability 

Analysis 

Distribution 

Resource 

Planning 


10% 
14% 


38% 
43% 


31% 

31% 


33% 


38% 


10% 
14% 


21% 


10 


20 


30 


40 


50% 


□ - Recent  System  Introduction 
H - High  Growth  in  System  Use 
■ - Planning  for  New  or  Enhanced  Systems 
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E.  VENDORS  NOT  MARKETING  THEIR  MARKETING-RELATED 
APPLICATIONS 


• Vendors  have  been  used  in  over  90%  of  the  applications  areas  identified  in  this 
marketplace.  As  shown  in  the  exhibit,  the  areas  of  high  use  cover  all  four 
major  groupings  of  applications:  sales,  where  33%  of  respondents  have  used 
sales  forecasting  packages  from  vendors;  marketing,  where  market  research 
packages  have  been  used  by  26%  of  respondents  and  36%  used  processing 
services;  order  taking,  where  12%  of  respondents  have  used  vendor  packages 
for  back-order  and  reordering  applications;  and  distribution,  where  vendor 
packages  have  been  used  for  analysis,  accounting,  and  resource  planning 
applications. 

• Two-thirds  of  corporations  have  considered  the  use  of  information  service 
vendors  to  meet  objectives  for  this  market  segment.  Software  products  would 
be  considered  most  often.  Processing  services  are  most  desirable  in  relation 
to  certain  applications  (e.g.  market  exploration/research  and  sales 
analysis/forecasting)  that  involve  large  amounts  of  number  crunching. 

• Established  IS  vendors  are  not  always  presently  considered  in  relation  to  sales 
and  marketing  needs.  This  is  because  vendors  fail  to  aggressively  market 
their  sales,  marketing,  and  distribution  applications  capabilities.  Users  are 
apt  to  overlook  the  older,  established  IS  vendors  and  consider  vendors  active 
chiefly  in  other  industries,  such  as  firms  with  information  resources  (Dun  & 
Bradstreet)  or  general  consultants  (Coopers  & Lybrand).  Aggressive  new  IS 
vendors  that  have  sales  and  marketing  knowledge  are  also  utilized. 

• Corporations  anticipate  that  personal  computers  will  be  used  widely  in  this 
market  segment,  but  they  do  not  suggest  that  PCs  will  replace  many  main- 
frame applications.  PCs  will  be  used  to  obtain  data  for  users  to  manipulate 
from  data  bases  of  marketing  and  distribution  data.  Standalone  applications, 
such  as  telemarketing,  mailing,  and  sales  demonstrations,  will  be  utilized. 
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EXHIBIT  11-5 


VENDORS  NOT  MARKETING  THEIR 
MARKETING-RELATED  APPLICATIONS 


• Vendor  Penetration 


High-Use  Application  Area 

Application 
Software  Use* 

RCS  Use 

Sales  Forecast 

33% 

17% 

Market  Research 

26% 

36% 

Market  Exploration 

|19% 

36% 

Sales  Analysis 

14% 

7% 

Distribution  Analysis 

14% 

Distribution  Accounting 

12% 

Distribution  Resource  Planning 

12% 

Back  Order/Reordering 

12% 

Market  and  Territory  Planning 

L 

10% 

1 

1 

]10% 

J ^ L 

1 

0 

20 

40%  ( 

D 

20 

40% 

Percent  of  Respondents 

^ Includes  Software  Products  and  Professional  Services 

• But  Established  IS  Vendors  Are  Not  Always  Considered 

- Others  Take  Initiative 

- Estabiished  IS  Vendors  Not  Aggressively 
Seeking  Business 

• Ripe  Opportunities  for  PCs 
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F. 


SALES.  MARKETING.  AtsD  DISTRIBUTION  EXPENDITURES  TO  ALMOST 
TRIPLE 


• The  sales,  marketing,  and  distribution  segment  is  growing  at  an  AAGR  of  23%, 
faster  than  most  information  services  market  groups. 

• RCS  business,  which  is  growing  at  a rate  of  18%,  will  be  stimulated  particu- 
larly by  market  exploration  and  research  applications.  These  applications  will 
be  customized  for  some  firms  so  the  total  RCS  business  represents  a summary 
of  cross-industry  and  industry-specific  applications. 

• RCS  revenue  will  be  gained  by  established  RCS  vendors  as  well  as  by  firms 
whose  revenues  are  primarily  in  other  industries,  including  general  consultants 
and  market  research  firms. 

• Software  products,  growing  at  an  AAGR  of  34%,  encompass  large  distribution 
or  customer  information/profitability  systems  for  mainframes,  as  well  as  sales 
tracking  and  sales  development  systems  for  personal  computers. 

• The  high  demand  for  new  systems  will  fuel  the  growth  of  both  software 
products  and  professional  services.  The  need  for  experience  in  designing 
systems  for  profitability,  order  entry,  and  distribution  applications  creates  a 
need  for  professional  services,  which  is  expected  to  grow  at  an  AAGR  of  25%. 

• Integrated  systems,  which  should  grow  at  a rate  of  28%,  are  of  particular 
appeal  In  this  market  segment  since  corporations  are  interested  in  means  of 
rapidly  establishing  on-site,  local  control  capabilities. 
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EXHIBIT  11-6 


SALES,  MARKETING,  AND  DISTRIBUTION 
EXPENDITURES  TO  ALMOST  TRIPLE 
us.,  BY  1988 

Expenditures 
($  Millions) 


$2,000 


1,500 


1,000 


500 


Average  Annual 
Growth  Rate  23% 


(1983  - 1988) 
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G. 


CONCLUSIONS  AND  RECOMMENDATIONS 


• The  growth  taking  place  in  this  market  segment  warrants  serious  considera- 
tion by  information  services  vendors.  Vendors  that  are  not  addressing  the 
market  may  be  overlooking  significant  opportunities. 

Present  customers  for  other  applications  may  also  have  need  for  sales 
and  marketing  systems. 

Existing  software  capabilities  of  vendors  may  include  packages  that 
could  be  used  with  little  or  no  modification,  for  example;  statistical 
systems,  data  base  management  systems,  financial  modeling  systems, 
decision  support  systems,  or  report  generators. 

Vendors  may  have  access  to  data  on  markets  and  companies  that  can  be 
used  for  marketing  planning  purposes  by  clients. 

• Application  areas  of  high  user  interest,  such  as  market  research,  customer 
profitability  analysis,  and  order  entry,  should  be  the  first  to  be  carefully 
assessed. 

• Distribution  applications  should  be  considered  by  two  sets  of  vendors:  vendors 
that  have  interest  and  applications  in  manufacturing  companies  at  present  and 
vendors  that  have  capabilities  in  related  applications,  such  as  order  entry, 
inventory  control,  or  forecasting. 

• A key  success  factor  will  be  effective  integration  between  existing  systems. 
Where  prospects  or  customers  have  capabilities  for  sales  forecasting,  order 
entry,  or  distribution  already  in  place,  applications  can  be  offered  that  will 
integrate  these  capabilities. 
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EXHIBIT  11-7 


CONCLUSIONS  AND  RECOMMENDATIONS 

• Market  Growth  Provides  Multiple  Opportunities 

• Business  Can  Be  Obtained: 

- Via  Existing  Customers  Using  Other 
Applications 

- Via  Existing  Capabilities  That  Address 
These  Needs 

- Via  Access  To  Market  Data 

• Assess  High-Potential  Applications  First 

• IS  Vendors  Should  Consider  Whether 
Distribution  Applications  Have  Appropriate 
Strengths  and  Contacts 

• Key  Factor  for  Success:  Integrate  with 

Related  Systems 
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Ill  MARKET  ANALYSIS  AND  FORECASTS 


A.  CHANGES  IN  THE  MARKETPLACE 


I.  OVERVIEW 

• Changes  that  have  taken  place  in  this  marketplace  during  the  last  few  years 
Include: 

The  introduction  of  new  systems  at  many  companies. 

A surge  of  interest  in  sales,  marketing,  and  distribution  systems. 

The  growth  of  business  for  certain  vendors  in  the  market. 

• Although  market  research,  order  entry,  sales  analysis,  and  distribution 
systems  have  been  in  use  for  more  than  10  years,  the  use  of  these  systems  has 
increased  significantly  in  the  last  2 years. 

There  is  demand  for  new  marketing  and  sales  applications  that  can 
increase  sales  volume,  the  productivity  of  sales  resources,  and  the 
profitability  of  sales  activities. 

Order  entry  and  distribution  systems  are  also  being  sought  in  new 
industrial  segments,  particularly  manufacturing,  to  improve  customer 
service  and  lower  costs. 
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INTRODUCTION  OF  NEW  OR  ENHANCED  SYSTEMS 


The  recent  or  planned  introduction  of  new  application  systems  by  users  is 
shown  in  Exhibit  lll-l. 

Included  are  applications  where  over  10%  of  firms  surveyed  are  in- 
volved in  one  of  these  categories. 

U.S.  corporations  have  installed  new  applications  systems 
segment  in  the  last  two  years  or  plan  to  do  so  in  the  near 

future. 

On  the  average,  each  has  installed  one  new  system  in  the  last  two  years. 

The  number  of  new  systems  being  contemplated  is  almost  three  times  as  great 
as  the  number  of  systems  installed  during  the  past  two  years. 

The  introduction  of  new  systems  will  accelerate  in  the  next  few  years  and  will 
provide  opportunities  for  vendors  familiar  with  this  market  sector. 

As  Exhibit  111-2  shows,  the  areas  of  greatest  interest  (market  research, 
sales  analysis,  and  sales  forecasting)  are  also  areas  where  the  growth  of 
system  use  has  been  high. 

Many  new  systems  are  being  introduced  for  ordering,  particularly 
systems  that  will  employ  POS  devices. 

Sales  analysis  and  profitability  systems  rank  high  on  plans  for  new 
systems  due  to  the  growth  in  use  of  these  systems. 

Firms  in  manufacturing  have  a continuing  interest  in  improved  distribu- 
tion systems. 


About^0*^( 
in  this  mark 
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EXHIBIT  HI-1 

RECENT  OR  PLANNED  INTRODUCTION  OF 
NEW  OR  ENHANCED  SYSTEMS 


APPLICATION  AREA 

CODE 

APPLICATION 

M 

Sales  Forecasting 

M 

Market  Research 

S 

Order  Writing 

M 

Customer  /Product 
Profitability 

S 

Order  Entry 

M 

Sales  Analysis 

M 

Customer  Information 

D 

Distribution  Resource 
Planning 

D 

Distribution  Analysis 

S 

Sales  Call  Planning 
and  Tracking 

D 

Distribution  Accounting 

M 

Market  Exploration 

S 

Sales  Development 

PERCENT  OF  RESPONDENTS 


INSTALLED 
NEW  SYSTEM 
IN  LAST 
TWO  YEARS 


PLAN  TO  INTRODUCE 
NEW  SYSTEM 


20% 

20 

10 

7 

10 

2 

5 

10 

10 

7 

10 

10 

10 


48 


43 


40 


38 


33 


31 


26 


21 


17 


14 

14 

14 

12 


M = Marketing 
S = Sales  or  Orders 
D = Distribution 


10 


20 


30 


40 


50% 
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EXHIBIT  II1-2 


APPLICATIONS  AREAS  OF  INTENSE  ACTIVITY 
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3. 


GROWING  INTEREST  IN  THIS  MARKET  SEGMENT 


• The  interest  in  new  systems  has  resulted  from  a general  increase  of  business 
interest  in  the  target  areas  of  this  study. 

There  has  been  much  more  pressure  recently  to  increase  gross  sales, 
sales  profitability,  and  service  to  customers. 

Several  firms  also  noted  that  there  had  been  neglect  in  automating  or 
improving  applications  in  these  areas. 

• Some  established  software  and  RCS  vendors  do  not  seem  to  be  aware  of  or 
interested  in  the  growth  of  this  market  sector,  however. 

• There  are  also  vendors  who  have  substantially  Increased  earnings  In  this 
market  sector  during  the  last  two  years  but  whose  primary  business  endeavor 
Is  in  other  fields.  These  vendors  include: 

Dun  & Bradstreet,  with  its  fast-growing  applications  in  market  explora- 
tion and  analysis  based  on  use  of  proprietary  data  bases. 

McGraw-Hill,  with  its  sales  and  market  development  systems  and  data 
bases  of  Information  on  certain  Industries. 

• There  has  been  an  influx  of  new  vendors  who  recognize  growing  needs  in  this 
market.  Certain  RCS  vendors,  like  ADP  and  CSC,  appear  to  be  aware  of 
opportunities  in  this  field  and  have  increased  their  work  in  this  market. 

These  vendors  have  helped  present  customers  to  use  statistical,  data 
base,  and  other  capabilities  on  sales  and  marketing  applications. 
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They  have  also  sought  market  research,  forecasting,  analysis,  and  other 
sales  marketing  applications  work  from  both  customers  and  prospects. 

CDC  is  notable  for  its  high-interest  data  bases  of  corporate  information. 

Certain  established  software  vendors,  such  as  American  Software  (which  has  a 
successful  sales  forecasting  package),  are  very  active  in  the  field  as  well. 

Hardware  vendors  have  a number  of  packages  covering  most  of  the  applica- 
tions areas. 

MAI  and  NCR  have  a set  of  sales  and  marketing  applications. 

Microdata  and  other  vendors  and  dealers  that  use  the  Pick  System  have 
distribution  applications. 

IBM  has  a range  of  applications  packages  covering  sales,  marketing, 
and  distribution  functions. 

The  activity  in  this  market  segment  Involves  generating  new  ideas  for  applica- 
tions systems. 

New  software  and  integrated  system  vendors  seem  more  active  in  many 
of  these  areas. 

Respondents  mention  these  new  vendors  more  often  than  they  do 
established,  well-known  (in  other  segments)  information  service 
vendors. 
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B.  ANALYSIS  OF  INTERNAL  VERSUS  EXTERNAL  SUPPLIERS 


• For  the  purposes  of  this  study,  external  suppliers  ore  defined  as  information 
services  vendors;  internal  suppliers  are  information  services  that  are  supplied 
by  internal  corporation  resources. 

I . ADVANTAGES  OF  EXTERNAL  SUPPLIERS 

• External  suppliers  often  have  more  knowledge  and  capabilities  in  this  market. 

Outside  vendors  often  possess  advantages  (such  as  experience  in  market 
research  and/or  data  bases  of  general  corporate  and  econometric 
information)  that  can  be  used  to  size  a market  (or  identify  prospects). 

Other  factors  (such  as  experience  with  applications  that  analyze  sales 
or  handle  distribution  accounting  or  order  entry)  can  be  gained  by  in- 
house  Information  Systems  (IS)  staffs. 

There  are  levels  of  experience  that  are  not  concrete,  such  as  experi- 
ence in  sales  and  marketing,  and  that  external  suppliers  may  have  an 
advantage  In. 

• Vendors  established  in  other  businesses  that  have  entered  this  market 
segment,  os  well  as  many  of  the  new  vendors  in  this  market,  stress  their 
knowledge  of  sales  and  marketing. 

This  knowledge  provides  an  entree  to  prospects  In  sales  and  marketing. 

Established  RCS  and  software  vendors  are  less  likely  to  stress  such 
knowledge  since  they  represent  a variety  of  products,  but  they  too  can 
use  their  sales  and  marketing  expertise  to  appeal  to  prospects. 
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External  suppliers  are  more  sensitive  to  the  growth  of  interest  in  applications 
in  this  market  segment  and  are  contacting  user  areas  with  possible  solutions. 

The  IS  staff,  which  is  generally  overloaded  with  present  work,  requires 
time  to  become  acquainted  with  users'  needs. 

The  IS  staff  is  unwilling  in  general  to  try  out  small  systems  when 
specifications  are  not  complete. 

PRESSURE  FOR  RESULTS 

The  pressure  of  corporate  objectives  drives  many  firms  to  review  the  offer- 
ings of  external  suppliers,  particularly  for  sales  and  marketing  systems. 

Small  integrated  systems  or  processing  services  may  provide  a means 
of  obtaining  results  in  a hurry  and  at  a cost  that  users  can  justify. 

The  reports  and  analyses  provided  by  a vendor's  systems  may  provide 
incremental  value,  even  if  the  system  is  not  fully  suitable  to  the  user 
or  requires  considerable  upgrading. 

The  desire  to  try  out  a sales  or  marketing  system  may  be  particularly  con- 
dusive  to  the  use  of  integrated  systems  on  a PC  or  to  the  use  of  a software 
package  that  can  be  bought  for  a PC. 

Many  users  are  thinking  about  PC  systems  in  these  areas.  PC  systems  can  be 
linked  to  marketing  data  bases  or  used  for  standalone  applications,  such  as 
mailing  or  running  models. 

The  price  can  be  easily  covered  by  user  budgets. 

The  system  is  usually  simple  enough  to  be  used  in  a hurry. 
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It  is  possible  to  achieve  incremental  results  where  systems  have  not 
been  available. 

• Users  will  probably  go  to  external  suppliers  for  these  systems  in  almost  all 
cases,  even  though  internal  resources  might  be  able  to  select  or  even  develop 
small  systems  that  would  achieve  the  desired  results. 

• Fourteen  percent  of  users  have  implemented  sales  and  marketing  systems 
through  the  use  of  information  center  capabilities.  This  is  a technique  that 
favors  in-house  resources. 

• The  use  of  PC  systems  will  spread  to  many  applications  areas  and  more 
corporate  staff  members  will  be  involved  in  the  use  of  PCs,  as  shown  in 
Exhibit  III-3. 

This  does  not  mean  that  PCs  will  displace  a significant  amount  of  in- 
house  or  vendor  processing. 

It  does  indicate  that  the  use  of  PCs  should  be  included  In  vendor 
offerings. 


C.  FORECASTS  BY  DELIVERY  MODE 

• The  user  expenditures  associated  with  four  information  services  delivery 
modes  for  this  market  segment  during  1983  is  $657  million,  as  shown  In 
Exhibit  III-4. 

• Growth  rates  for  this  market  segment  will  be  higher  than  average  RCS  growth 
rates  associated  with  other  markets  during  the  next  five  years.  This  growth 
rate  is  based  on  recent  growth  and  on  plans  for  more  use  of  proprietary 
marketing  data  bases  and  marketing  research  services. 
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EXHIBIT  III-3 


PRESENT  AND  PLANNED  USE  OF 
PERSONAL  COMPUTERS  IN  MARKET  SEGMENT 


• Marketing,  sales,  and  distribution  applications  areas  where 
PCs  are  or  will  be  used 


Now 

Operational 

6 

Planned 

11111111 

17 

!_ 

1 

1 1 1 1 1 

1 1 

0 2 

4 e 

8 10  12  14  16 

18  20 

Areas 


• Percent  of  users  in  each  area  who  will  use  a PC  for  some 
of  their  needs 
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EXHIBIT  MI-4 


SALES, 


MARKETING,  DISTRIBUTION  FORECAST 
BY  DELIVERY  MODE,  1 983-1  988 


DELIVERY  MODE 

USER  EXPENDITURE  FORECAST 
($  Millions) 

AAGR 

1983 

1984 

1985 

1986 

1987 

1988 

Remote  Computing 
Service 

$410 

$484 

$571 

$ 674 

$ 795 

$ 938 

18% 

Software  Products 

125 

168 

224 

301 

403 

540 

34 

Professional 

Services 

52 

65 

81 

102 

127 

159 

25 

Integrated  Systems 

70 

90 

115 

147 

188 

241 

28 

Total 

$657 

$807 

$991 

$1,224 

$1,513 

$1,878 

23% 
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RCS 


• RCS  revenues  will  grow  from  a 1983  base  of  $410  million  to  $938  million  by 
1988,  an  AAGR  of  80%. 

• RCS  revenue  increased  substantially  during  the  last  two  years  because  of  the 
use  of  data  base  systems  in  market  exploration  applications. 

• Increased  use  of  market  research,  sales  forecasting,  sales  analysis,  and  the 
tracking  of  sales  leads  added  to  RCS  volume  for  ADP,  CSC,  and  on-site 
systems  at  Pittsburgh. 

• Substantial  increases  in  RCS  revenue  were  gained  by  firms  whose  revenues 
were  primarily  outside  the  IS  industry. 

Processing  that  used  proprietary  data  bases  was  increased  by  Dun  & 
Bradstreet,  McGraw-Hill,  and  several  other  companies. 

Market  research  firms  and  general  consultants  increased  their  process- 
ing services  for  the  RCS  market  segment  as  well. 

2.  SOFTWARE  PRODUCTS 

• Software  products  for  this  market  segment  has  the  largest  five-year  growth 
rate  (34%)  of  all  delivery  modes.  Revenue  will  grow  from  $125  million  in  1985 
to  $540  million  in  1988. 

• Software  packages  have  been  sold  for  minis  and  micros  that  help  to  plan, 
track,  or  develop  sales. 

Demand  is  heavy  for  these  products. 
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Many  small  new  firms  are  introducting  products. 


• Larger  scale  software  packages  have  been  sold  for  minis  and  mainframes  to 
handle  most  sales,  marketing,  and  distribution  applications.  UCC  had  a suffi- 
ciently successful  year  with  the  customer  information  file  to  supplement  it 
with  marketing  and  profitability  analysis  capabilities. 

• One  of  the  most  popular  software  packages  in  banking  (sold  by  Anacomp) 
relates  customer  information  about  the  use  of  various  banking  products. 

• Artificial  Intelligence  Inc.  advertises  the  use  of  its  information  retrieval 
product.  Intellect,  for  customer  information. 

• Modeling  and  decision  support  systems  tailored  for  marketing  applications  are 
also  being  sold  for  all  sizes  of  computers. 

Empire  of  ADR  is  being  used  for  marketing  models  on  large-scale 
systems. 

Desktop  Financial  of  New  Jersey  is  selling  modeling  software  for 
marketing  on  Wang,  OIS,  and  VS  computers. 

Companies  also  report  using  VisiCalc  and  Lotus  1-2-3  for  these  applica- 
tions. 

• The  sales  of  software  products  will  increase  in  the  next  two  to  three  years 
based  on  the  following  factors: 

Demands  for  new  capabilities. 

High  growth  in  system  use  during  this  year. 
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Limitations  such  as  a lack  of  integration  in  systems  being  currently 
used. 

PROFESSIONAL  SERVICES 

The  preceding  factors  will  also  provide  growth  in  business  for  professional 
services  firms. 

Business  for  these  firms  will  also  be  helped  by  the  limitations  that  some 
companies  feel  in  regard  to  specifying  and  developing  systems. 

Corporations  report  problems  In  identifying  and  organizing  the  infor- 
mation that  is  necessary  to  analyze  costs  and  profitability. 

Some  corporations  also  feel  a need  for  aid  in  utilizing  DBMS,  modeling 
systems,  and  graphics. 

A few  corporations  also  expressed  interest  in  learning  to  use  fourth 
generation  languages. 

Professional  services  and  software  firms,  who  have  developed  expertise  in 
complex  applications  in  this  market  segment,  are  being  sought  out. 

Order  entry,  profitability,  and  distribution  systems  were  reported  by 
some  companies  as  areas  where  expertise  was  sought. 

Companies  also  look  to  these  firms  for  knowledge  of  new  techniques  or 
applications  such  as  distribution  resource  planning. 

RCS  and  software  vendors  who  have  expertise  in  applications  for  this  market 
segment  should  consider  offering  professional  services  as  a product  if  they  do 
not  do  so  at  present. 
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Small  vendors  were  encountered  who  used  professional  services  as  a means  of 
obtaining  work  from  prospects  and  then  later  sold  RCS,  software  or  integrated 
systems. 

INTEGRATED  SYSTEMS 

The  use  of  integrated  systems  will  expand  since  they  appeal  to  a number  of 
the  application  areas  in  the  market. 

Sales  and  marketing  departments  have  bought  integrated  systems  on  personal 
computers  (e.g.,  the  prospects  from  Executive  Data  Systems),  that  can  handle 
mailing,  sales  tracking,  forecasting,  and  other  tasks. 

Integrated  applications  that  automatically  phone  and  read  messages  to 
customers  and  prospects  are  also  being  bought. 

Periphonics  offers  an  integrated  system  for  touchtone  order  entry  that 
features  voice  answer-back  of  the  item  numbers  ordered. 

Integrated  systems  have  been  developed  and  installed  that  assist  sales  repre- 
sentatives by  allowing  prospects  to  select  products  or  services  for  themselves 
or  their  companies.  For  instance,  the  compu-flor  system  of  Mannington  Mills 
helps  corporate  clients  to  select  floor  coverings.  Systems  of  this  type  are 
used  to  recommend  investments  and  real  estate  for  prospects  through  inter- 
active sessions. 

The  desire  of  sales  and  marketing  departments  to  obtain  results  coupled  with 
the  low  cost  of  integrated  systems  on  personal  computers  will  encourage 
sales. 


Many  companies  indicate  that  they  are  willing  to  try  PCs  for  sales  and 
marketing  applications. 
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Vendors  of  these  systems  are  aware  of  this  opportunity  and  forecast 
high  sales  of  their  products. 

More  complex  integrated  systems  are  being  sold  for  order  entry,  POS  and 
distribution  applications. 

It  is  not  forecast  that  these  systems  will  grow  as  rapidly  as  smaller  software 
packages,  but  their  price  will  be  higher. 
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IV  USER  NEEDS  FOR  SALES,  MARKETING, 

DISTRIBUTION  APPLICATIONS 


IV  USER  NEEDS  FOR  SALES,  MARKETING,  DISTRIBUTION  APPLICATIONS 


A.  DEMAND  STIMULANTS 


I . REVIEW  OF  STIMULANTS 

• The  factors  that  are  stimulating  demand  at  the  current  time  are  listed  in 
Exhibit  IV-I.  The  percent  of  corporations  that  mentioned  each  factor  is  noted 
together  with  the  importance  given  to  the  factor. 

• The  leading  stimulant  is  a desire  for  increased  sales  volume. 

It  was  the  most  frequently  mentioned  factor. 

It  was  also  given  a high  degree  of  importance. 

• An  increased  sales  volume  was  noted  in  relation  to  distribution  applications  as 
well  as  sales  and  marketing  applications.  Efficient  and  rapid  distribution  was 
deemed  necessary  to  sales  volume. 

• All  respondents  who  mentioned  sales  volume  coupled  It  with  two  or  three 
other  factors.  Many  firms  have  become  more  cautious  about  increases  in 
sales  volume  unless  they  are  accompanied  by  attention  to  the  increases  in 
costs  that  could  be  incurred  by  certain  customers  or  product  mixes.  This  was 
shown  in  the  interest  that  respondents  expressed  in  demand  factors  such  as: 
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Percent  of  Respondents  Reporting  Stimulant 


EXHIBIT  IV-1 
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Cost  reduction. 


Increased  profitability  of  sales. 

More  productive  use  of  personal  and  other  resources. 

• Corporations  are  ready  to  consider  new  systems  that  offer  means  of  increas- 
ing sales  volume  alone.  Systems  that  help  users  uncover  prospects  or  improve 
sales  performance  have  market  appeal. 

• In  order  to  increase  revenue  and  net  Income,  companies  must  obtain  more 
information  about: 

Firms  or  individuals  that  might  be  prospects. 

Present  customers. 

Competitors  and  the  marketplace. 

Internal  costs. 

The  effect  of  pricing  and  product  changes. 

Alternative  means  of  distributing  products  and  providing  service  to 

customers. 

• Corporations  feel  that  they  need  aid  as  well:  in  defining  needs,  determining 
what  costs  should  be  allocated  to  products  or  customers  and  deciding  how  to 
calculate  profitability. 
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2. 


THE  IMPACT  OF  DEMAND  ON  APPLICATIONS 


• The  demand  for  increased  sales  volume  leads  to  a number  of  activities 
including: 

Increased  market  research  to  test  sales  targets,  sales  promotion, 
pricing,  product  packaging  and  new  distribution  methods. 

Research  with  data  bases  of  corporate  information  in  order  to  locate 
prospects. 

Expanded  means  for  contacting  and  keeping  track  of  prospects,  and  for 
tracking  the  calls  and  follow-up  of  sales  personnel. 

Use  of  telemarketing  techniques. 

Means  of  automatically  contacting  prospects  by  mail  or  phone. 

• The  profitability  of  sales  as  a demand  stimulant  raised  the  question  of  how  to 
track  expenses  and  revenue  by  customer  and  product  and  also  how  to  reduce 
costs. 

• Cost  reduction  is  a demand  stimulant  that  has  an  impact  on  many  applica- 
tions. 


This  is  reflected  in  needs  for  more  cost  detail  on  current  activities  and 
consideration  of  alternative  means.  Coding  and  recording  cost  details 
on  sales  and  distribution  activities  is  being  introduced  by  a number  of 
companies. 

It  is  necessary  to  consider  whether  costs  could  be  reduced  by  dropping 
certain  services,  products,  or  activities. 
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There  is  increased  interest  in  financial  modeling  ("what-if"  analysis)  to  un- 
cover such  opportunities. 

To  increase  productivity  in  sales  and  marketing,  steps  are  being  taken  to: 

Plan  more  effective  sales  work  by  grouping  sales  calls  and  by  assigning 
priorities  to  sales  and  tracking  activities  by  sales  personnel. 

Obtain  competitive  information  and  plan  reactions  to  it  at  an  account 
level. 

Implement  new  order  entry,  sales  analysis,  and  distribution  systems. 

Review  automated  methods  of  handling  complaints,  customer  problems, 
and  inquiries. 

The  ability  to  price  more  effectively  has  led  to  some  of  the  following  system 
needs: 


The  ability  to  analyze  sales  by  customer,  product  mix,  sales  and  service 
expense,  and  distribution  and  manufacturing  costs. 

The  availability  of  historical  Information  and  pricing  models  for  testing 
new  pricing  plans. 

Means  of  collecting  and  tracking  competitive  prices. 

A desire  to  improve  distribution  systems  is  prompted  by  the  following  demand 
stimulants: 

The  demands  for  lowered  costs  and  improved  productivity. 

The  demand  for  improving  service  to  customers. 
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An  additional  demand  stimulant  is  the  desire  to  introduce  more  planning. 

Many  firms  feel  that  cost  and  competitive  pressures  have  made  them 
react  to  situations  rather  than  plan  for  them. 

Firms  also  want  to  study  the  problems  or  opportunities  in  their  indus- 
tries through  planning  and  models. 

The  desire  to  plan  more  effectively  is  overshadowed  by  a need  to  obtain 
results. 

URGENCY 

There  is  a feeling  of  urgency  in  relation  to  the  demands  discussed  in  the  prior 
section. 

The  right  improvements  in  sales,  marketing,  or  distribution  techniques 
can  lead  to  near-term  payoff. 

The  impetus  for  change  may  be  reactive  and  caused  by  pressure  from 
top  management  but  corporations  point  to  situations  where  improved 
capabilities  have  paid  off. 

An  auto  rental  company  reports  that  a data  base  of  pricing  and  cost  informa- 
tion by  customer  type  enabled  it  to  calculate  the  effect  of  pricing  strategies 
and  to  formulate  plans. 

Pricing  changes  were  planned  and  executed,  which  increased  net 
revenue  although  total  revenue  was  reduced. 

Pricing  strategies  were  developed  with  this  data  base  to  close  business 
with  smaller  firms  that  had  generally  gone  to  smaller  competitors. 
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• The  use  of  cash  management  systems  by  banks  leads  to  a sale  of  investment 
and  other  products. 

• Telemarketing  systems  have  also  dramatically  Improved  sales. 


B.  LEADING  APPLICATIONS  AREAS 


• Exhibit  IV-2  Indicates  the  frequency  of  use  of  automated  systems  in  sales, 
marketing  and  distribution  applications. 

Use  is  high,  with  seven  types  of  automated  systems  used  by  over  70% 
of  corporations. 

They  are  sales  call  planning/tracking  and  automatic  phoning/demon- 
stration systems. 

• The  leading  applications  areas  are  order  processing  and  billing/invoicing  with 
83%  of  corporations  using  automated  systems  in  these  areas. 

These  are  not  leading  areas  of  use  for  RCS  or  vendor  software. 

There  is  not  much  recent  growth  in  the  use  or  planned  use  of  new 
systems  for  either  of  these  applications. 

• The  applications  which  rank  third  to  seventh  In  the  use  of  automated  systems 
also  rank  high  in  recent  growth  rate  and/or  planned  use  of  new  systems. 
These  include: 
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EXHIBIT  IV-2 


FREQUENCY  OF  USE  OF  AUTOMATED  SYSTEMS 
(Internal  Plus  External  Systems) 
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Order  entry. 


Customer  information. 

Sales  analysis. 

Sales  forecasting. 

Market  research. 

Both  processing  services  and  vendor  software  are  used  for  all  of  these  applica- 
tions. 

The  areas  of  greatest  potential  in  terms  of  processing  needs  are  market 
exploration,  market  research,  sales  analysis,  and  sales  forecasting. 

Processing  services  are  used  heavily  for  market  exploration  work  which 
examines  data  bases  of  corporate  information  and  demographic  data  in 
order  to  evaluate  the  market  for  products  and  to  uncover  the  charac- 
teristics of  prospects. 

Market  research  processing  is  done  by  in-house  services,  specialized 
processing  firms  such  as  Datatab,  and  Computers  for  Marketing, 
market  research  firms  who  have  computers,  and  RCS  firms  doing 
market  research  on  a casual  basis. 

Some  RCS  firms  provide  processing  for  sales  analysis  and  forecasting. 
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C.  DECISION-MAKING  CRITERIA 


• Systems  to  serve  these  applications  can  be  initiated  at  many  levels  of  a corpo- 
rate hierarchy.  This  complicates  the  sales  activities  of  vendors  trying  to 
serve  needs  in  these  areas. 

For  instance,  corporate  or  divisional  data  centers  may  be  responsible 
for  moderate  or  large  systems  handling,  order  entry  or  distribution 
accounting. 

Marketing  departments  at  a corporate  or  divisional  level  may  be 
responsible  for  market  research,  new  sales  planning  and  tracking 
systems,  or  pricing  models. 

User  departments  may  be  able  to  act  independently  on  sales  and 
marketing  systems  in  order  to  serve  their  needs. 

• This  variance  in  responsibility  differs  from  company  to  company,  which  makes 
it  necessary  for  vendors  of  information  services  to  make  multiple  contacts 
with  market  services. 

I.  SIGNIFICANT  CRITERIA 

• Decision-making  criteria  that  were  given  the  most  weight  by  respondents  in 
relation  to  the  acquisition  of  new  systems  are  listed  in  Exhibit  IV-3. 

These  did  not  include  all  criteria  that  were  being  used  to  justify 
systems. 

In  addition  to  these  criteria,  other  items  such  as  ease  of  use  and 
reports  that  meet  specific  needs  must  be  considered. 
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Potential  functional  benefits  were  noted  but  not  given  as  much  weight  as 
might  be  expected  since  some  corporations  are  focusing  on  short-term 
improvements. 

The  criteria  that  appear  interesting  in  regard  to  sales  and  marketing  applica- 
tions are  the  successful  use  of  the  application  s/stem  elsewhere  and  the 
ability  to  use  the  system  rapidly. 

This  is  most  true  in  regard  to  applications  that  directly  Involve  sales, 
such  as  systems  to  uncover  prospects  and  to  help  improve  sales  effec- 
tiveness. 

Systems  such  as  billing/invoicing  and  order  entry  that  are  not  designed 
to  produce  immediate  revenue  results  do  not  rank  as  high  when 
measured  against  these  criteria.  Billing/invoicing  and  order  entry  as 
well  as  distribution  systems  are  selected  more  on  the  basis  of  potential 
benefits  and  costs. 

The  criteria  in  Exhibit  IV-3  emphasize  the  urgency  with  which  firms  feel  they 
should  obtain  results. 

OTHER  GENERAL  DECISION-MAKING  FACTORS 

It  is  important  for  vendor  sales  representatives  to  be  knowledgeable  enough  to 
discuss  sales  and  marketing  applications  in  relation  to  the  needs  of  a firm  or 
industry. 

Knowledge  concerning  a firm's  problems  was  important  to  respondents  who 
were  reviewing  demonstrations  of  systems  that  were  providing  interesting 
reports  or  screen  displays. 

When  this  knowledge  is  demonstrated  for  a system  or  processing 
service  that  is  available  at  a small  cost,  the  likelihood  of  sales  is  high. 
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• Established  vendors  are  less  likely  to  use  this  approach  than  new  entrants  to 
the  information  services  industry.  New  entrants  are  more  likely  to  specialize 
in  this  segment  and/or  offer  lower  cost  products. 

• Some  applications  installed  during  last  year  or  currently  being  sought  by 
respondents  are  available  on  PCs.  These  applications  could  be  tied  into  the 
use  of  other  IS  services. 

A sales  development  system  on  a PC  that  tracks  leads  and  calls  could 
be  tied  to  a system  that  schedules  calls  on  customers  so  that  trips 
could  be  planned  to  call  on  customers  and  prospects. 

A mailing  system  on  a micro  could  forward  data  to  other  systems  when 
sales  are  made. 

• The  use  of  these  approaches  should  be  considered  for  clients  as  well  as  for 
prospects. 


D.  UNFILLED  NEEDS 

I . RANGE  OF  SYSTEM-RELATED  NEEDS 

• Unfilled  needs  and  problems  are  shown  in  Exhibit  IV-4.  These  needs  were 
reported  by  60%  of  firms. 

• The  problems  that  ranked  highest  were  a lack  of  information  and  the  exis- 
tence of  old  or  inadequate  systems  that  limited  respondents’  ability  to  store, 
organize,  or  analyze  data. 

• Other  problems  also  refer  to  inadequate  aspects  of  current  systems. 
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EXHIBIT  IV-4 
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The  inability  to  link  or  pass  data  from  one  system  to  another. 


Problems  encountered  in  using  a system  at  decentralized  sites. 

The  problems  relating  to  integration  and  data  interfaces  are  common  among 
many  firms. 

There  is  a need  to  integrate  or  pass  data  from  ordering  to  sales  analysis 
and  forecasting  systems. 

Manufacturing  firms  desire  to  integrate  distribution  systems  with 
marketing  and  manufacturing  systems. 

Vendors  with  applications  in  one  or  more  areas  of  this  marketplace  should 
explore  how  data  linkage  or  integration  could  be  achieved. 

The  use  of  new  capabilities  such  as  graphics  or  DSS  was  addressed  much  less 
than  business  needs. 

Concern  with  problems  is  reflected  in  plans,  referred  to  by  over  70%  of 
respondents,  to  introduce  new  systems. 

Some  corporations  are  also  aware  of  the  need  to  engage  in  further  research  on 
needs  and  analysis  of  goals  (see  Exhibit  IV~4). 

Other  firms  may  be  in  a similar  situation,  but  may  be  less  inclined  to  express 
it. 

OTHER  TYPES  OF  NEEDS 

The  surge  of  interest  in  this  market  segment  has  created  a general  need  in 
sales  and  marketing  departments  for  knowledge  of  what  automated  systems 
can  do  and  how  long  it  will  take  to  install  and  receive  a payback. 
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Certain  information  service  vendors  are  aware  of  the  general  need  and 
are  approaching  the  market  through  seminars,  publications  and  user 
industry  newsletters  or  meetings. 

General  consultants  and  public  accountants  are  also  addressing  this 
general  need  by  offering  computer  services  business  together  with 
consulting. 

There  Is  also  a general  need  by  users  for  more  information  on  prospects, 
specific  markets  and  demographics. 

This  is  reflected  in  the  highest  unfilled  need,  the  need  for  information. 

This  need  might  be  overcome  by  increasing  the  capability  of  storing 
more  types  of  information. 

Data  bases  of  proprietary  information  could  be  required  to  address 
needs  adequately. 

Other  information  needs  should  also  be  considered. 

Several  firms  mentioned  that  market  research  processing  did  not  retain  data 
for  use  in  succeeding  studies. 

Many  firms  that  process  market  research  data  are  not  prepared  to 
organize  and  store  the  data  that  is  gathered. 

This  need  will  be  felt  increasingly  as  market  research  increases  In 
sophistication. 

INPUT  recommends  that  processing  vendors  prepare  to  offer  this  capability. 
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• Another  information  need  which  should  be  considered  is  the  ability  to  store 
data  on  competitive  products,  services,  bids,  and  business  methods.  A number 
of  large  companies,  including  some  money  center  banks,  store  such  data  with 
positive  results. 

• Information  service  vendors  could  help  marketing  and  sales  departments 
automate  these  files  by  developing  data  bases  that  could  be  queried  or  used  to 
produce  reports  easily.  (These  vendors  might  also  find  such  systems  useful  in 
some  of  their  own  business  activities.) 


-57  - 


©1983  by  INPUT.  Reproduction  Prohibited. 


INPUT 


V COMPETSTIVE  AND  APPLICATIONS  ANALYSIS 


c 


J 


V 


COMPETITIVE  AND  APPLICATIONS  ANALYSIS 


A,  PROFILE  OF  VENDORS 


• Vendors  in  this  market  segment  can  be  classified  in  a number  of  ways,  as 
shown  in  Exhibit  V-l. 

• The  modes  of  services  and  applications  groups  addressed  by  the  vendors  in  this 
section,  as  well  as  selected  other  vendors,  are  illustrated  in  Exhibit  V-2. 

• Most  vendors  do  not  offer  many  modes  of  services  in  these  product  groupings, 
but  IS  vendors  are  aware  that  the  use  of  a PC  offers  both  functional  capability 
and  an  appeal  to  users. 

• Established  IS  vendors  serve  a wide  range  of  the  applications  groups.  RCS  and 
software  vendors  have  developed  these  applications  with  clients  over  a period 
of  time. 

• Several  vendors  actively  pursuing  this  market  are  profiled  below. 

I.  DUN  & BRADSTREET 

• Dun  & Bradstreet,  a vendor  whose  business  is  primarily  not  in  the  information 
services  industry,  is  highly  aware  of  the  growth  in  this  market  segment. 
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EXHIBIT  V-1 


CLASSIFICATION  OF  INFORMATION  SERVICES  VENDORS 

IN  MARKET  SEGMENT 


! METHOD  OF 
j CLASSIFICATION 

i 

1 

RANGE  OF  CHARCTERiSTICS 

i 

1 Mode  of 
Service 

Processing  Application  Professional  Integrated 

Services  Software  Services  Systems 

Application 

Areas 

Addressed 

See  Exhibit  ll-l 

Size  of 
Vendor 

Fortune  50  to  1-Person  Firms 

Length  of 
Time  in 
Industry 

Well  Established  to  Recent  Entrants 

' 

j Percent  of 
Revenue 
1 from 

i Information 

Services 

100%  to  Less  Than  30% 

Awareness  of 
1 Recent 

Growth  in 
Market 

Fully  Aware,  Somewhat  Aware,  Unaware 
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EXHIBIT  V-2 


MODES  OF  SERVICE  VERSUS 
APPLICATIONS  GROUPS  FOR  SELECTED  VENDORS 


APPLICATIONS 

GROUPS 

MODES  OF  SERVICE  | 

RCS 

SOFTWARE 

PRODUCTS 

PC  WITH 
RCS  OR 
SOFTWARE 
(Planned  or 
Released) 

INTEGRATED 

SYSTEMS 

I 

PROFESSIONAL 

SERVICES 

Marketing 

- DSB 

- CDC 

- ADP 

- CSC 

- IBM 

- American 
Software 

- UCC 

- NCR 

- CSC 

- American 
Software 

- UCC 

- Coopers  and 
Lybrand 

Sales 

- D&B 

- CDC 

- ADP 

- CSC 

- Cross 

I nformation 
Systems 

- IBM 

- American 
Software 

- UCC 

- NCR 

- Cross 

I nformation 
Systems 

- UCC 

- Executive 
Data 
Systems 

- Arlington 
Software 

- Old 
Dominion 
Data 
Systems 

- CAP 

- Coopers  and 
Lybrand 

Order  Writing, 
Entry  or 
Processing 

- ADP 

- CDC 

- IBM,  NCR 

- American 
Software 

- CSI 

- Ultimate 
Corporation 

- CAP 

- Coopers  and 
Lybrand 

- Partners 

Customer 
I nformation 
and 

Profitability 

- ADP 

- IBM,  NCR 
UCC 

- UCC 

- CAP 

Distribution 

- ADP 

- CDC 

- CSC 

- IBM 

- DMS 

- NCR 

- CSC 

- CSI 

- Ultimate 
Corporation 

- Coopers  and 
Lybrand 

- Partners 
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Dun  & Bradstreet  calls  itself  "the  largest  disseminator  of  business  information 
in  the  private  sector." 

The  corporation  is  a leader  in  the  utilization  of  computer  technology  to 
develop  and  deliver  nearly  2,000  products  and  services  to  more  than  2 million 
customers  worldwide. 

In  the  past  three  years,  more  than  200  new  products  and  services  were 
introduced. 

New  products  and  services  based  mostly  on  computer  capabilities 
accounted  for  over  $140  million  in  revenue  in  1982. 

Dun  & Bradstreet  divisions  that  address  areas  of  interest  to  this  study  include: 

Business  Information  Services  that  provide: 

. On-line  credit  information. 

. Business  information  for  market  planning  through  more  than 
6,300  terminals  at  customer  locations. 

. Financial  profile  and  payment  trend  information  via  terminals  if 
desired. 

. Sales  services  for  insurance  underwriters  that  make  use  of 
automated  systems  to  locate  and  investigate  the  needs  of  pros- 
pects. 

Marketing  Services  that  provide: 

. Mailing  and  marketing  services  based  on  the  use  of  consumer 
data  from  the  most  comprehensive  consumer  data  base  in  the 

U.S. 
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. Market  segmentation  and  sales  prospecting  information  that  can 
be  selected  from  data  bases  with  forms  that  a customer  or  sales 
representative  can  fill  out. 

. Telemarketing  services  that  use  data  bases  of  information  on 
markets  and  companies,  and  automatic  development  of  scripts 
for  sales  campaigns. 

Technical  Data  Resources  that  provide  information  on  potential 
secured  borrowers  for  banks  and  thrift  institutions  to  use  in  market 
planning. 

AUTOMATIC  DATA  PROCESSING  (ADP) 

ADP,  a very  large  information  services  firm,  is  well  aware  of  the  growth  of 
business  in  sales,  marketing,  and  distribution  applications. 

Its  revenue  from  the  market  segment  is  derived  from  applications  developed 
to  meet  specific  sales  and  marketing  functions  as  well  as  to  provide  support 
for  client  activities. 

Applications  capabilities  In  market  research,  territory  planning,  sales 
forecasting,  and  sales  analysis  serve  a variety  of  clients. 

Order  writing,  order  entry,  billing/invoicing,  customer  information,  and 
profitability  systems  have  been  developed  by  clients  with  ADP  support. 

The  Data  Services  activity  of  ADP  has  market,  pricing  and  econometric  data 
bases  to  support  market  penetration  and  pricing  models. 

Through  a division  devoted  to  dealer  services,  ADP  provides  a range  of  distri- 
bution applications. 
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ADP  addresses  all  the  sales  and  marketing  areas  identified  by  users  except  for 
sales  planning/tracking,  sales  development/mailing,  and  phoning. 

ADP  reports  that  sales  analysis  is  a high  revenue  generator  and  that  market 
research  also  generates  high  revenue  for  the  customers  using  this  application. 

These  observations  are  supported  by  the  findings  from  users. 

ADP  also  finds  that  personal  computers  are  coming  into  play  in  sales  and 
marketing  applications. 

They  provide  a means  of  obtaining  and  manipulating  data  locally. 

They  also  help  to  educate  users  so  that  they  can  specify  their  require- 
ments more  fully. 

COMPUTER  SCIENCES  CORPORATION  (CSC) 

Computer  Sciences  Corporation,  another  major  information  services  vendor,  is 
also  aware  of  increased  interest  in  this  market  segment. 

Several  packages  of  capabilities  are  offered  to  address  this  market. 

Site  2 is  a package  utilizing  a sales  and  demographic  data  base  that  can 
be  used  for  sales  forecasting  and  analysis,  market  and  territory 
planning  and  sales  development  (including  mailing). 

Darts  is  a package  for  distributors  that  is  being  expanded  to  cover 
manufacturing  needs.  It  handles  ordering,  customer  information  and 
distribution  functions. 
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Overall,  CSC  feels  that  opportunities  in  the  sales,  marketing  and  distribution 
market  could  be  viewed  as  moderate,  with  large  expansion  possible  in  the 
areas  of  marketing  and  distribution. 

CSC  realizes  the  potential  of  offering  proprietary  data  bases  to  support 
market  exploration  applications.  The  use  of  data  bases  of  financial  and 
marketing  information  are  projected  to  grow  at  a high  rate. 

CSC  notes  that  the  use  of  electronic  mail  and  personal  computers  will  grow  in 
sales  applications  areas. 

The  introduction  of  more  personal  computer  capabilities  and  software  is 
expected  to  cut  into  RCS  revenues  for  sales  applications. 

CSC  will  respond  to  this  by  providing  PCs  and  software  to  allow  users  to 
access  and  manipulate  data. 

IBM 

IBM  will  profit  from  growth  in  this  market  segment  based  mainly  on  the 
number  of  applications  packages  that  are  available  for  Its  lines  of  computing 
equipment. 

IBM  was  the  vendor  most  often  mentioned  by  corporations  when  asked  whom 
they  thought  of  in  relation  to  sales,  marketing  or  distribution  applications. 

Manufacturing  corporations  most  frequently  mentioned  IBM  when  they 
were  asked  about  distribution  systems. 

Non-manufacturing  firms  identified  IBM  with  order  entry,  sales 
analysis  and  forecasting  applications. 
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IBM  was  not  identified  with  new  applications  such  as: 


Market  exploration. 

Sales  development. 

Distribution  resource  planning. 

5.  AMERICAN  SOFTWARE 

• American  Software  is  one  of  the  best  recognized  software  vendors  in  this 
market  segment. 

Advertisements  emphasize  capabilities  in  forecasting. 

Product  seminars  are  offered  in  major  cities  on  forecasting  software. 

Over  200  major  firms  use  its  products. 

• In  addition  to  sales  forecasting,  American  Software  offers  order  processing 
and  distribution  software  packages. 

These  packages  are  offered  for  mainframes  and  minicomputers  includ- 
ing computers  manufactured  by  IBM,  Burroughs,  Hewlett-Packard, 

Honeywell,  and  Wang. 

The  use  of  a PC  for  manipulation  of  summary  data  is  being  considered. 

• This  company  feels  that  its  major  advantage  is  the  flexibility  of  software 
packages  that  allows  them  to  be  adapted  to  many  Industries. 

• Interest  in  sales  forecasting  is  high,  but  higher  growth  is  being  experienced  by 
ordering  and  distribution  applications. 
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American  Software  feels  that  the  main  market  need  is  for  integrated  software 
systems. 

Sales  forecasting  and  ordering  need  to  be  integrated  with  distribution 
systems. 

Distribution  systems  also  need  to  be  integrated  with  inventory,  produc- 
tion planning  and  accounting  systems. 

UNIVERSITY  COMPUTING  COMPANY  (UCC) 

University  Computing,  a major  vendor  of  software,  has  been  sensitive  to 
emerging  needs  in  the  sales,  marketing  and  distribution  areas. 

UCC  has  recently  announced  software  applications  that  address  the  areas  of 
customer  information  and  profitability. 

UCC-CMI  combines  elements  of  the  Customer  Information  File, 
Customer  Profitability  Analysis  Systems  and  Customer  Marketing 
Analysis  System. 

The  combination  provides  full  customer  information  with  capabilities 
for  analyzing  marketing  and  profitability. 

This  new  software  offering  for  mainframes  can  be  used  in  conjunction  with 
the  Context  MBA  software  on  an  IBM  PC. 

This  offering  addresses  areas  of  high  interest  for  future  product  development 
in  the  market  segment  studied  here. 
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7. 


EXECUTIVE  DATA  SYSTEMS 


• Executive  Data  Systems  is  an  example  of  a small  vendor  offering  a software 
product  for  personal  computers  that  supports  sales  efforts. 

The  product,  called  the  Prospector,  has  a data  base  capability  that  can 

collect  data  on  prospects. 

It  is  a sales  development  tool  that  can  support  personal  sales  calls, 

telemarketing,  direct  mail,  and  personalized  mail  activity. 

It  also  maintains  a tickler  file  for  follow-up  with  prospects. 

• The  target  application  areas  include: 

Nonprofit  membership. 

Personnel  agencies. 

Publishers. 

Mail  order. 

• A related  package,  Mailmaster,  handles  direct  mailing. 

• About  35  copies  of  the  Prospector  and  10  copies  of  Mailmaster  have  been  sold 
in  the  local  region  served  by  Executive  Data  Systems. 

8.  ARLINGTON  SOFTWARE  AND  SYSTEMS 

• An  area  of  considerable  interest  in  sales  is  a development  of  systems  to 
support  telemarketing  or  the  scheduling  and  management  of  phone  calls  to 
prospects. 
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An  interesting  company  in  this  field  is  Arlington  Software  and  Systems  in 
Arlington  (MA). 

They  have  over  200  installations  of  the  PC  AT  System,  an  integrated 
system  offered  on  the  IBM  PC. 

Users  of  this  service  include  both  IBM  and  Wang. 

In  addition  to  telephone  sales  and  lead  qualification,  PCAT  can  be  used  for 
customer  service,  inquiries,  mailing,  collection,  and  other  functions  including 
scheduling  and  follow-up. 

A prompter  script  on  a screen  and  word  processing  functions  are  built 
in. 


Automatic  dialing  is  offered. 

Future  developments  will  include  a link  to  mainframes  and  the  use  of  windows 
for  such  functions  as  training  a caller  to  use  a script. 

Arlington  is  a firm  that  established  vendors  interested  in  this  market  segment 
should  review,  since  Arlington  has  found  a market  niche  that  provides  contact 
with  many  prospects  for  sales  and  marketing  applications. 

DISTRIBUTION  MANAGEMENT  SYSTEMS 

Distribution  Management  Systems  is  a software  vendor  that  has  addressed  the 
areas  of  distribution  and  warehouse  management. 

DMS  sells  its  software  packages  separately  or  as  part  of  integrated  systems, 
mostly  on  DEC  VAX  computers. 
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• DMS  has  just  announced  the  availability  of  its  distribution  resource  planning 
system  for  the  IBM  4300  and  30xx  series. 

This  system  consists  of  four  modules: 

. Forecasting. 

. Product  planning. 

. Finished  goods  inventory  management. 

. Transportation  scheduling. 

This  integration  of  capabilities  allows  historical  and  current  informa- 
tion to  be  used  in  planning  stock,  levels,  quantities,  and  distribution. 

• The  integration  of  this  distribution  resource  planning  system  addresses  needs 
identified  in  this  study. 

1 0.  OTHER  VENDOR  EXAMPLES 

• Control  Data  and  McGraw-Hill  (including  Standard  & Poors)  also  have  proprie- 
tary data  bases  that  are  used  for  market  exploration. 

• Control  Data,  an  established  IS  vendor,  offers  customers  of  its  EIS  Group  the 
ability  to  use  data  on  450,000  establishments: 

To  explore  and  determine  market  potential. 

To  develop  a marketing  data  base,  together  with  other  components  of 
the  X/Market  service. 
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• McGraw-Hill  offers  proprietary  data  base  capabilities  in  certain  industries 
(such  as  construction)  as  well  as  other  sales  and  marketing  services. 

The  Qualified  Lead  System  (CDLS)  that  manages  follow-up  on  sales 
leads  (a  sales  planning/tracking  system  according  to  the  classification 
used  in  this  study). 

Generalized  market  research  studies  in  support  of  sales  and  marketing. 

B.  FAST-GROWING  APPLICATIONS 


I.  RANKINGS 

• Users  are  experiencing  high  growth  in  the  applications  listed  in  Exhibit  V-3. 

Market  research,  sales  forecasting,  and  sales  analysis  rank  highest  in 
growth  rates.  Both  manufacturing  and  nonmanufacturing  firms  are 
heavy  users  of  these  applications. 

Different  types  of  firms  diverged  on  their  reports  of  high  growth  in  the 
use  of  other  systems. 

. Discrete  and  process  manufacturing  firms  reported  significant 
growth  in  the  use  of  distribution  and  order  entry  systems. 

. Retail,  wholesale,  and  financial  firms  reported  significant 
growth  of  market  exploration  systems. 

• Fast-growing  applications  include  systems  that  have  been  initiated  in  the  last 
two  years  as  well  as  older  applications. 
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EXHIBIT  V-3 


APPLICATIONS  WITH  HIGH  GROWTH  RATES 


Percent  of  Users 
Reporting  High  Growth 


Applications 


1 38% 

36 

31 

21 

14 

12 

10 

7 

2 

Market  Research 
Sales  Forecasting 

Sales  Analysis 


Market  Exploration 
Order  Entry 


Order  Writing 

Distribution  Resource  Planning 
Distribution  Analysis 

Distribution  Accounting 
Sales  Development 

Sale  Call  Tracking 
Order  Processing 
Customer  and 
Product  Profitability 

Market/Sales  Planning 
Customer  Information 

Automatic  Phoning 
Back  Order 
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Respondents  who  hod  developed  new  or  enhanced  market  research  and 
sales  forecasting  systems  and  respondents  using  older  systems  of  this 
type  both  reported  high  use  growth. 

Firms  with  significant  growth  in  the  use  of  sales  analysis  systems  were 
generally  reporting  growth  in  the  use  of  older  systems  since  few 
respondents  had  initiated  new  systems  for  this  application  within  the 
last  two  years.  As  might  be  expected,  firms  are  planning  to  develop 
new  systems  quickly  for  this  area. 

Exhibit  V-4  compares  applications  with  high  or  moderate  growth  (Column  A) 
with  those  that  have  recently  been  developed  (Column  B)  or  will  be  developed 
in  the  near  future  (Column  C). 

There  is  not  a strong  correlation  between  recent  high  growth  (Column  A)  and 
plans  for  new  systems  (Column  C). 

Only  market  research  and  sales  forecasting  appear  high  in  both  cate- 
gories. 

There  is  more  of  a correlation  between  the  growth  in  use  of  marketing, 
sales,  and  distribution  sytems  (Column  A)  and  the  recent  introduction 
of  new  or  enhanced  systems  (Column  B). 

Applications  that  rank  substantially  higher  in  plans  for  new  systems  than  in 
ranking  by  growth  include: 

Order  writing. 

Customer  information. 

Customer  and  product  profitability. 
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EXHIBIT  V-4 


COMPARISONS  OF  RANKINGS  BY  APPLICATIONS 


COLUMN  A 

COLUMN  B 

COLUMN  C 

SELECTED 
I APPLICATIONS 

RANKING 
BY  GROWTH 

RANKING  BY 
RECENT  SYSTEM 
INTRODUCTION 

RANKING  BY 
PLANS  FOR 
NEW  SYSTEMS 

1 Market  Research 

1 

1 (tie) 

2 ; 

t Sales  Forecasting 

2 

1 

1 

Sales  Analysis 

3 

14  (tie) 

6 

Market  Exploration 

4 

4 (tie) 

10  (tie) 

Order  Entry 

5 

4 

5 

Order  Writing 

6 

4 

3 

Distribution 
Resource  Planning 

7 

4 

8 

Customer /Product 
Profitability 

13 

11 

4 

Customer  Information 

15 

13 

7 

Numbers  indicate  ranking  in  each  category. 
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Customer  and  product  profitability  systems  include  the  use  of  modeling  and 
decision  support  systems  to  explore  profitability  and  pricing. 

Order  writing  covers  automation  that  facilitates  the  creation  of  an  order  but 
is  not  on-line  to  customers  or  product  files.  It  covers  interactive  data  entry 
and  aids  and  improves  the  quality  of  data  recorded  for  an  order. 

Order  entry  covers  the  on-line  entry  of  orders  that  obtain  information  from  a 
customer  file  and  files  of  data  or  goods  and  services  ordered. 

Interest  in  ordering  systems  is  caused  by  a desire  to  expedite,  simplify  and/or 
reduce  the  costs  of  the  ordering  process. 

Interest  is  also  fueled  by  interest  in  P.O.S.  applications.  About  one-fourth  of 
respondents  planning  new  ordering  systems  are  interested  in  the  use  of  P.O.S. 

Customer  information  services  maintain  data  on  all  the  products  and  services 
ordered  by  customers  as  well  as  the  characteristics  of  the  customer  and  the 
service  which  is  required  for  the  account. 

Customer  profitability  systems  are  more  complex,  requiring  that  all,  or  the 
important  sectors,  of  revenue  and  costs  attributable  to  a customer  are  codi- 
fied and  stored  so  that  less  profitable  customers  can  be  addressed  with  strate- 
gies such  as  charges  for  additional  services  or  repricing. 

Product  profitability  systems  analyze  costs  by  individual  product  and  groups. 

Customer  information  and  profitability  systems  are  very  popular  in  banking 
and  have  been  developed  by  RCS  and  software  vendors  to  serve  that  market  as 
well  as  others. 

Customer  information  and  profitability  systems  deserve  interest  from  vendors 
based  on  the  anticipation  of  new  systems  for  these  areas. 
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These  systems  generally  require  the  use  of  data  base  capabilities  and  coding 
structures  that  many  users  could  need  assistance  with. 

The  focus  of  interest  in  distribution  systems  is  upon  resource  planning  with 
somewhat  less  interest  in  analysis  or  accounting  systems. 

This  expands  both  the  storage  and  processing  requirements  for  distribution 
systems. 

The  application  is  of  importance  to  both  discrete  and  process  manufacturers. 
USE  OF  INFORMATION  SERVICES  FIRMS 

Exhibit  V-5  illustrates  another  index  which  is  useful  in  gauging  opportunities 
for  vendors.  This  is  to  explore  which  applications  areas  are  using  RCS  and 
software  packages  or  have  used  them  in  the  past. 

Software  products  have  been  purchased  for  every  applications  area  listed  in 
Exhibit  1 1-1,  except  for  automatic  phoning  and  demonstration  systems. 

RCS  services  have  been  used  for  sales,  marketing,  and  ordering  applications, 
except  for  backorder/reordering. 

RCS  was  not  used  for  distribution  by  respondents.  Other  corporations  do  use 
processing  for  this  application,  however. 

Six  applications  on  RCS  attract  more  than  5%  of  respondents. 

RCS  processing  is  used  for  both  market  exploration  and  market  re- 
search by  36%  of  respondents. 

Fourteen  percent  use  RCS  for  sales  forecasting. 
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EXHIBIT  V-5 
USE  OF  I.S.  FIRMS  FOR 
SALES,  MARKETING,  AND  DISTRIBUTION 


APPLICATIONS  AREAS 
WHERE  I.S.  VENDORS 
ARE  OR  WERE  USED 

PERCENT  OF 

RESPONDENTS 

RCS  USE 

APPLICATION 
SOFTWARE  USE 

Market  Exploration 

36 

19 

Market  Research 

36 

26 

Sales  Forecast 

17 

33 

Market  or  Territory 
Planning 

Sales  Planning/ 

T racking 

Sales  Development 
Sales  Analysis 
Order  Writing 
Order  Entry 
Order  Processing 
Back  Ordering 
Billing/Invoicing 
Customer  Information 
Profitability 

Distribution  Accounting 

Distribution  Resource 
Planning 

Distribution  Analysis 


10 


10 


5 

5 


10 


14 


10 

10 

12 


17 

7 


iiii  5 


12 

12 


14 


1 


I 


10  20  30  40  0 
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• Past  use  of  RCS  and  software  products  may  not  be  a limiting  factor  in  the  use 
of  information  services  vendors. 

Management  pressure  has  made  many  corporations  receptive  to  new 
approaches  delivered  by  any  mode  of  information  services. 

Almost  80%  of  respondents  expect  new  sales  and  marketing  systems, 
that  could  be  of  interest  to  them,  to  be  provided  on  personal  com- 
puters. 


C AREAS  OF  OPPORTUNITY 


• Applications  areas  offer  opportunities  based  on  the  following  factors: 

Recent  growth  in  applications  use. 

Planned  introduction  of  new  systems. 

Management  pressure  for  results. 

Unfilled  needs  or  problems. 

• The  applications  areas  of  most  interest  based  on  these  factors  are  listed  in 
Exhibit  V-6. 

1.  MARKET  RESEARCH 

• Opportunities  in  market  research  and  sales  forecasting  applications  areas  are 
based  primarily  on  recent  growth  and  plans  for  new  systems,  but  other  factors 
(such  as  the  pressure  for  results  and  the  problem  level  with  existing  systems) 
are  of  interest  too  (see  Exhibit  V-3). 
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EXHIBIT  V-6 


APPLICATIONS  OPPORTUNITIES  RANKING 


RANK 

SELECTED 

APPLICATIONS 

AREAS 

TOTAL 

RATING* 

GROWTH  IN 
APPLICATIONS 
USE 

PLANS 
FOR  NEW 
SYSTEMS 

PRESSURE 

FOR 

RESULTS 

PROBLEM 

LEVEL 

WITH 

SYSTEMS 

1 

Market 

Research 

11 

® 

® 

® 

M 

1 

Sales 

Forecasting 

11 

® 

® 

M 

2 

Order  Entry 

10 

® 

® 

® 

L 

2 

Profitability 

10 

M 

® 

® 

M 

3 

Market 

Exploration 

9 

® 

M 

® 

L 

3 

Sales  Analysis 

9 

M 

® 

® 

L 

3 

Sales  Planning 
and  Tracking 

9 

M 

M 

® 

M 

4 

Customer 

Information 

8 

L 

© 

M 

M 

4 

Distribution 

Analysis 

8 

M 

M 

M 

M 

4 

Distribution 

Resource 

Planning 

8 

M 

® 

M 

L 

4 

Orderwriting 

8 

M 

® 

® 

M 

4 

Sales 

Development 
and  Mailing 

8 

M 

M 

M 

M 

* Rating  is  sum  of  ratings  for  each  of  four  factors  listed. 

H = High  (3  points) 

M = Medium  (2  points) 

L = Low  (1  point) 
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Pressure  from  management  for  an  increased  sales  volume  is  providing 
rapid  growth  for  market  research  processing  and  a demand  for  systems 
improvements. 

Needs  expressed  in  relation  to  market  research  systems  include  the 
ability  to  manipulate  data  more  extensively  and  the  need  for  facilities 
for  retaining  and  organizing  data  for  other  studies. 

INPUT  recommends  that  IS  vendors  take  advantage  of  this  situation  to  pene- 
trate the  market  research  applications  area  further.  Capabilities  may  very 
well  be  on  hand  that  can  address  the  needs  of  this  area. 

SALES,  FORECASTING,  AND  ANALYSIS 

The  exhibit  shows  that  opportunities  in  two  applications  areas  are  based 
chiefly  on  recent  growth  and/or  the  planned  use  of  new  systems. 

The  areas  are  sales  forecasting  and  analysis. 

For  both  of  these  applications,  a need  for  linkage  to  ordering  systems 
should  be  investigated. 

In  manufacturing  companies,  a linkage  to  or  integration  with  distribution 
applications  should  be  considered  for  sales  forecasting  systems. 

ORDER  ENTRY  AND  CUSTOMER  PROFITABILITY 

Order  entry  and  automated  aid  in  order  preparation  are  areas  of  opportunity 
based  on  the  current  need  to  replace  older  systems  and  utilize  POS  equipment. 

Customer  profitability  applications  areas  also  present  opportunities  based  on 
the  anticipated  use  of  new  systems. 
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Pressure  from  management  to  achieve  expanded  objectives  must  be  addressed 
in  these  application  areas. 

More  information  is  needed  on  customers  in  order  to  expand  business  to 
them  and  to  serve  them  better. 

More  information  is  also  needed  on  the  product  mix  and  on  contact 
with  customers  in  order  to  determine  the  cost  of  doing  business. 

Information  is  needed  on  the  components  of  products  and  on  support 
provided  to  customers  in  order  to  calculate  product  profitability. 

Users  may  need  help  in  classifying  data,  setting  up  data  bases,  and  developing 
models  to  achieve  these  objectives. 

IS  vendors  may  have  tools  available  to  address  needs  in  this  application  area. 

IS  vendors  will  also  have  to  be  prepared  to  offer  assistance  to  companies  with 
these  needs. 

MARKET  EXPLORATION 

Market  exploration  is  an  area  of  opportunity  that  requires  further  examina- 
tion. 

There  are  opportunities  to  offer  software  and  processing  services  to 
help  develop  and  run  systems  that  can  uncover  prospects  or  indicate 
the  potential  for  products.  Geographic  systems  offer  a software  appli- 
cation that  can  help  to  locate  prospects  geographically. 

The  major  opportunity  in  this  application  area  is  based  on  the  use  of 
proprietary  data  bases. 
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Control  Data  uses  a data  base  of  business  information  to  aid  market  explora- 
tion and  the  development  of  marketing  data  bases  for  clients. 

Information  on  establishments,  consumer  groups,  demographics,  and  charac- 
teristics of  marketplaces  can  be  used  to: 

Size  the  market  for  products. 

Determine  the  location  (or  company  type)  of  prospects. 

Develop  marketing  plans. 

INPUT  recommends  that  IS  vendors  explore  the  potential  of  available  aggre- 
gate sets  of  business  information  that  could  be  used  for  these  purposes. 

SALES  PLANNING  AND  TRACKING 

Sales  planning  and  tracking  systems  are  of  interest  because  they  can  improve 
sales  revenue  as  well  as  the  productivity  of  sales  personnel. 

Information  services  vendors  can  use  information  storage  and  retrieval  and 
project  scheduling  capabilities  to  develop  sales  tracking  systems  that  can 
operate  as  a tickler.  This  can  help  the  sales  representative  to  remember  when 
calls  should  be  made  and  when  tasks  have  to  be  accomplished  for  prospects  or 
customers. 

More  complex  tracking  systems  that  provide  information  on  product  use  and 
past  sales  contacts  can  use  data  base  capabilities  to  organize  data  from 
customer  and  product  use  files. 
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DISTRIBUTION  RESOURCE  PLANNING  AND  ANALYSIS 


Distribution  applications  areas  present  opportunities  based  on  the  expected 
introduction  of  new  systems  and  on  unfilled  needs  expressed  by  manufacturing 
firms. 


The  major  unfilled  need  is  the  ability  to  interface  or  be  integrated  with 
market  forecasting  or  ordering  systems  so  that  planning  can  be  im- 
proved. 

Some  firms  feel  that  their  distribution  systems  are  old  and  do  not  allow 
sufficient  factors  to  be  taken  into  account. 

Distribution  resource  planning  is  an  area  of  particular  opportunity  since  it 
addresses  the  loop  between  on-line  order  entry  and  demand  forecasting. 

Discrepancies  between  demand  forecasts  and  actual  demand  are  fed  to  distri- 
bution management  and  MRP  systems. 

Firms  experienced  in  this  area,  such  as  Distribution  Management  Systems, 
have  advantages  in  addressing  the  market. 

Respondents  are  apprehensive  about  firms  without  experience. 

Applications  are  more  easily  uncovered  through  manufacturing  con- 
tacts. 

SALES  DEVELOPMENT  AND  MAILING  SYSTEMS 

Sales  development  and  mailing  systems  bring  more  control  to  the  process  of 
contacting  potential  prospects  taken  from  a mailing  list,  phone  directories,  or 
lists  of  participants  at  conferences  and  shows. 
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Word  processing  systems  may  be  used  to  tailor  letters  for  market 
segments. 

Responding  to  letters  can  result  in  follow-up  letters,  invitations  to 
demonstrations,  phone  calls,  or  visits  from  sales  personnel. 

• Telemarketing  systems  could  be  used  as  a step  In  the  sales  development 
process.  A caller  might  have  a script  displayed  on  a PC  screen  while  calls  are 
automatically  dialed. 

• These  sales  development  systems  could  utilize  terminals  to  an  RCS  or  a PC 
that  might  forward  sales  data  or 'cumulative  statistics  to  a mainframe. 


D.  COMPETITIVE  ACTIVITY  AND  TRENDS 


I . VENDOR  CLASSIFICATIONS 

• The  major  competitors  for  business  in  this  marketplace  can  be  divided  into 
groups. 


Established  RCS  and  software  vendors  such  as  ADP,  CSC,  UCC,  and 
American  Software  that  are  definitely  aware  of  the  recent  surge  of 
growth  in  this  market  segment. 

Vendors  of  hardware  and/or  software  packages  and  of  RCS  that  may 
not  be  aware  of  growth  in  this  marketplace. 

New  small  vendors  of  software  and  integrated  systems  such  as  Arling- 
ton Software  and  Systems  and  Executive  Data  Systems  (the  Prospector) 
that  are  aggressively  attacking  the  market. 
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Vendors  (such  as  Dun  & Bradstreet,  McGraw-Hill,  and  general 
consultants)  that  sell  information  services  in  this  market  segment  and 
whose  business  has  been  primarily  in  other  areas. 

The  association  of  products  with  each  of  these  classes  is  shown  in  Exhibit  V-7. 

Vendors  that  recognize  the  market  segment  as  a target  are  more  apt  to 
be  associated  with  sales  and  marketing  applications. 

In  distribution,  past  experience  or  demonstrated  competence  are  the 
most  important  factors. 

Some  vendors,  particularly  hardware  vendors,  that  are  less  aware  of  growth  in 
this  segment,  will  gain  increased  revenue  because  they  have  applications  on 
the  shelf  that  will  be  sought  out  and  tried. 

These  vendors  might  gain  more  business  by  responding  to  the  growth  of 
needs. 

Their  products  might  be  made  more  attractive  by  providing  linkage  or 
integration  of  existing  packages. 

COMPETITIVE  TRENDS 

The  classes  of  vendors  identified  in  the  last  section  have  different  emphases 
and  trends.  ^ 

All  four  groups  are  active  in  sales  and  marketing  areas,  but  the  second 
group  (established  RCS  vendors  who  may  be  less  aware  of  recent 
growth)  is  not  increasing  business  as  rapidly. 

The  group  characterized  as  IS  vendors  operating  primarily  in  other 
industries  is  growing  rapidly,  due  mainly  to  the  proprietary  data  bases 
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EXHIBIT  V-7 


EXTENT  OF  PRODUCT  OFFERINGS 
BY  VENDOR  CLASS 


CLASS  OF  VENDORS 

PRODUCT 

CROUPS 

I.S.  VENDORS 
AWARE  OF 
MARKET 
SEGMENT 
GROWTH 

LESS  AWARE 

I.S. 

VENDORS 

NEW  SMALLER 
I.S.  VENDORS 

I.S.  VENDORS 
WITH  MAJOR 
ACTIVITY 
IN  NON-DP 
AREAS 

Market  Exploration, 
Research 

® 

L 

L 

® 

Market  and  Sales 
Planning  and 
Development 

® 

L 

® 

® 

Sales  Analysis 

© 

L 

® 

L 

Order  Entry 
Order  Writing 

M 

M 

L 

L 

Customer 
I nformation , 
Profitability 

® 

L 

L 

L 

! Distribution 

M 

M 

L 

L 

H = High  degree  of  product  offering 
M = Medium  degree  of  product  offering 
L = Low  degree  of  product  offering 
N = No  degree  of  product  offering 
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that  make  it  possible  to  analyze  the  marketplace  for  various  products 
and  uncover  classes  of  prospects. 

New  vendors  are  using  their  knowledge  of  sales  and  marketing  to 
attract  prospects  as  well  as  to  address  immediate  problems.  They  will 
continue  to  grow  rapidly  for  at  least  the  next  three  years. 

• New  vendors  will  Implement  many  types  of  integrated  systems  on  personal 
computers  that  aid  in  marketing,  and  in  developing  and  tracking  sales. 

The  cost  of  providing  these  systems  makes  it  a desirable  target  for 
smaller  vendors. 

Established  vendors  and  in-house  resources  may  find  it  difficult  to 
respond  to  these  offerings. 

• Established  vendors  will  become  more  active  In  offering  personal  computers 
with  sales  and  marketing  applications  as  well  as  addressing  other  opportunities 
in  this  marketplace. 

• Vendors  of  distribution  systems  will  not  feel  the  impact  of  new  small  vendors 
as  much  since  firms  that  need  these  systems  feel  that  past  experience  with 
distribution  systems  is  a necessary  consideration. 

• Some  firms  are  reluctant  to  use  vendors  for  distribution  systems  at  all. 

• General  consultants  active  in  manufacturing  systems  will  attempt  to  make 
inroads  into  distribution. 
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VI  RECOMMENDATIONS 


• Sales,  marketing,  and  distribution  functions  are  now  emerging  as  some  of  the 
last  significant  frontiers  of  automation  within  a business  entity. 

• INPUT  recommends  that  IS  vendors  take  advantage  of  opportunities  to  offer 
products  in  this  market  segment. 

RCS  vendors  serving  scientific,  manufacturing,  and  particularly  finan- 
cial users  should  call  on  marketing  and  planning  departments  in  these 
firms  and  investigate  the  need  for  market  research,  sales  analysis,  and 
forecasting  applications. 

If  software  is  not  available  for  these  applications,  systems  that  are 
currently  available  for  DSS,  modeling,  statistical,  or  tabulating  appli- 
cations should  be  combined  with  file  management  or  data  base  soft- 
ware and  report  generators  in  order  to  serve  user  needs. 

• If  experience  is  needed  to  develop  adequate  products,  INPUT  recommends 
that  RCS  vendors  give  sales  and  marketing  users  machine  time  and/or  tech- 
nical aid  to  help  adapt  available  software  that  can  be  offered  as  a product. 

• INPUT  also  recommends  that  all  IS  vendors  develop  and  test  these  applica- 
tions by  letting  their  own  marketing  people  use  the  applications  for  internal 
planning. 
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• In  a similar  fashion  RCS  vendors  should  develop  the  ability  to  use  modeling  or 
DSS  systems  for  market  and  sales  planning,  testing  the  effect  of  price 
changes,  and  calculating  customer  and  product  profitability. 

• INPUT  recommends  that  software  and  integrated  service  vendors  who  do  not 
have  market  research,  sales  analysis,  forecasting,  or  DSS  capabilities  for 
marketing  applications  should  make  efforts  to  offer  these  applications  provid- 
ing that  they  have  the  following: 

Software  that  can  be  modified  or  supplemented  to  meet  the  needs  of 
present  customets  or  prospects. 

A means  of  distributing  these  applications  to  a sufficiently  large 
number  of  customers  to  justify  the  development. 

• For  professional  service  vendors,  INPUT  recommends: 

Vendors  who  have  the  capabilities  to  help  develop  applications  in  sales 
and  marketing  areas  should  bring  their  knowledge  to  the  attention  of 
clients. 

If  vendors  do  not  have  the  experience  personally  and  their  clients 
express  a need,  vendors  should  acquire  personnel  who  do  have  a 
background  in  these  applications. 

• INPUT  recommends  that  software  and  other  IS  vendors  who  have  experience 
with  these  applications  take  steps  to  offer  applications  integrated  with 
related  ones. 

Sales  analysis  could  be  linked  to  order  entry  systems. 

Forecasting  could  be  linked  to  ordering  and  distribution  systems. 
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Market  research  could  be  linked  to  customer  information  or  sales 
analysis  systems  so  that  research  can  be  compared  automatically  with 
present  customers  and  business. 

IS  vendors  should  also  plan  to  meet  user  needs  for  the  storage  and  organiza- 
tion of  data  that  is  collected  in  sales  and  marketing  applications. 

This  enhanced  capability  could  be  used  to  obtain  sales  analysis,  forecasting, 
and  particularly,  market  research  business. 

INPUT  recommends  that  software  and  RCS  vendors  with  experience  in  this 
market  segment  seek  professional  service  assignments  to  help  users: 

Design  and  implement  marketing  data  bases. 

Define  and  collect  cost  data  for  profitability  analysis. 

Design  and  implement  customer  information,  profitability  systems,  and 
models  to  test  pricing  and  product  strategies. 

If  processing  vendors  have  files  of  information  on  corporations,  markets,  or 
products,  INPUT  recommends  that  these  vendors  investigate  whether  the 
capability  could  be  offered  to  clients  as  a means  to  explore  market  opportuni- 
ties. 

Processing  and  professional  services  firms  should  also  help  corporations  to 
develop  data  bases  of  information  about  their  particular  markets  and  competi- 
tors. 

INPUT  recommends  that  IS  vendors  use  available  software  to  meet  user  needs 
for  mailing,  tracking  sales  activity,  and  customer  information. 
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More  complex  customer  information  systems  can  be  offered  to  industries  such 
as  banking. 

The  customer  information  capability  can  also  be  offered  together  with 
systems  that  calculate  customer  profitability. 

INPUT  recommends  that  IS  vendors  offer  and  promote  the  capability  of 
storing  customer  product  and  pricing  information  and  of  using  modeling  or 
DSS  techniques  to  test  new  pricing  or  product  strategies. 

I 

INPUT  recommends  that  vendors  who  offer  order  entry,  order  writing,  and 
order  processing  products  be  prepared  to  accommodate  the  use  of  POS  and 
new  types  of  sales  ticket  scanners.  These  vendors  should  also  ensure  that 
their  products  can  be  integrated  with,  or  linked  to,  forecasting  and  distribu- 
tion systems. 

In  general,  IS  vendors  should  not  plan  to  offer  distribution  applications  if  they 
do  not  have  prior  experience. 

INPUT  recommends,  however,  that  processing  and  professional  services 
vendors  with  contacts  in  corporations  that  need  new  distribution  systems  take 
steps  to  develop  this  application  capability. 

Joint  development  of  a distribution  system  with  clients'  staffs  could 
provide  one  approach. 

The  acquisition  of  knowledgeable  small  vendors  could  provide  another 
approach  to  entering  the  distribution  systems  market. 

INPUT  further  recommends  that  firms  offering  distribution  systems  take  steps 
to  integrate  these  applications  with  ordering  and  forecasting  systems. 
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• IS  vendors  should  take  opportunities  of  offering  the  use  of  PCs  with  current 
applications. 

PCs  could  be  used  to  access  marketing  or  distribution  data  bases  in 
order  to  report  or  produce  models  and  graphs  with  the  data  obtained. 

They  could  provide  the  means  of  performing  some  processing  steps  on 
PCs. 

PC  capabilities  can  often  pull  In  larger  ticket  processing,  software,  and 
professional  service  revenues. 

• INPUT  recommends  that  research  should  be  considered  to  offer  interactive 
training  on  PCs  or  RCS  for  sales  and  marketing  people. 

• INPUT  recommends  that  IS  vendors  with  products  or  potential  In  this  market 
segment  take  aggressive  sales  promotion  steps  to  bring  their  capabilities  to 
the  attention  of  customers  and  prospects.  In  other  words,  sales,  marketing, 
and  distribution  applications  must  be  effectively  marketed  to  professional 
marketers. 

• In  a nutshell,  sales,  marketing,  and  distribution  applications  are  an  emerging 
opportunity  that  can  offer  significant  revenue  and  profit  potential.  In  order 
for  success,  however,  the  market  should  be  approached  with  a focused  and 
determined  strategy,  not  an  opportunistic  one. 
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APPENDIX  A:  DEFINITIONS 


APPENDIX  A: 


DEFINITIONS 


INFORMATION  SERVICES  - The  provision  of: 

Data  processing  functions  using  vendor  computers  (processing  services). 

The  provision  of  data  base  access  where  computers  perform  an  essen- 
tial role  in  the  processing  or  conveyance  of  data. 

Services  that  assist  users  to  perform  functions  on  their  own  computers 
(software  products  and/or  professional  services). 

A combination  of  hardware  and  software,  integrated  into  a total 
system  (integrated  systems). 


A.  REVENUE 


• All  revenue  and  user  expenditures  reported  are  available  (i.e.,  noncaptive) 
revenue,  as  defined  below. 

• NONCAPTIVE  INFORMATION  SERVICES  REVENUE  - Revenue  received  for 
information  services  provided  within  the  U.S.  from  users  who  are  not  part  of 
the  same  parent  corporation  as  the  vendor. 
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CAPTIVE  INFORMATION  SERVICES  REVENUE  - Revenue  received  from 
users  who  ore  port  of  the  some  parent  corporation  as  the  vendors. 


OTHER  REVENUE  - Revenue  derived  from  lines  of  business  other  than  those 
defined  above. 


SERVICE  MODES 


PROCESSING  SERVICES  - Remote  computing  services,  batch  services,  and 
processing  facilities  management. 

REMOTE  COMPUTING  SERVICES  (RCS)  - Provision  of  data  processing 
to  a user  by  means  of  terminals  at  the  user's  site(s)  connected  by  a data 
communications  network  to  the  vendor's  central  computer.  There  are 
five  submodes  of  RCS: 

. INTERACTIVE  (timesharing)  - Characterized  by  the  interaction 
of  the  user  with  the  system,  primarily  for  problem-solving 
timesharing  but  also  for  data  entry  and  transaction  processing: 
the  user  is  on-line  to  the  program/files. 

. REMOTE  BATCH  - Where  the  user  hands  over  control  of  a job  to 
the  vendor's  computer,  which  schedules  job  execution  according 
to  priorities  and  resource  requirements. 

. DATA  BASE  - Characterized  by  the  retrieval  and  processing  of 
information  from  a vendor-provided  data  base.  The  data  base 
may  be  owned  by  the  vendor  or  a third  party. 

USER  SITE  HARDWARE  SERVICES  (USHS)  - These  offerings 
provided  by  RCS  vendors  place  programmable  hardware  on  the 
user's  site  (rather  than  in  the  EDP  center).  USHS  offers: 
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Access  to  a communications  network. 


Access  through  the  network  to  the  RCS  vendor's  larger 

computers. 

Significant  software  as  part  of  the  service. 

BATCH  SERVICES  - This  includes  data  processing  performed  at  ven- 
dors' sites  of  user  programs  and/or  data  that  are  physically  transported 
(as  opposed  to  electronically  by  telecommunication  media)  to  and/or 
from  those  sites.  Data  entry  and  data  output  services,  such  as  key- 
punching and  computer  output  microfilm  processing,  are  also  In- 
cluded. Batch  services  Include  those  expenditures  by  users  who  take 
their  data  to  a vendor  site  that  has  a terminal  connected  to  a remote 
computer  for  the  actual  processing. 

PROCESSING  FACILITIES  MANAGEMENT  (PFM)  (Also  referred  to  as 
"resource  management"  or  "systems  management")  - The  management 
of  all  or  a major  part  of  a user's  data  processing  functions  under  a long- 
term contract  (more  than  one  year).  This  would  include  both  remote 
computing  and  batch  services.  To  qualify  as  PFM,  the  contractor  must 
directly  plan,  control,  operate,  and  own  the  facility  provided  to  the 
user,  either  on-site,  through  communications  lines,  or  in  a mixed  mode. 

Processing  services  are  further  differentiated  as  follows: 

Function-specific  services  are  the  processing  of  applications  that  are 
targeted  to  specific  user  departments  (e.g.,  finance,  personnel,  sales) 
but  cut  across  industry  lines.  Most  general  ledger,  accounts  receivable, 
payroll,  and  personnel  applications  fall  into  this  category.  Function- 
specific  data  base  services  where  the  vendor  supplies  the  data  base  and 
controls  access  to  it  (although  it  may  be  owned  by  a third  party)  are 
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included  in  this  category.  General-purpose  tools  such  as  financial 
planning  systems,  linear  regression  packages,  and  other  statistical 
routines  are  also  included.  However,  when  the  application,  tool,  or 
data  base  is  designed  for  specific  industry  use,  then  the  service  is 
industry  specific. 

Industry-specific  services  provide  processing  for  particular  functions  or 
problems  unique  to  an  industry  or  industry  group.  The  software  is 
provided  by  the  vendor  either  as  a complete  package  or  as  an  applica- 
tions "tool"  that  the  user  employs  to  produce  a unique  solution.  Spe- 
cialty applications  can  be  either  business  or  scientific  in  orientation. 
Industry-specific  data  base  services,  where  the  vendor  supplies  the  data 
base  and  controls  access  to  It  (although  it  may  be  owned  by  a third 
party),  are  also  included  under  this  category.  Examples  of  Industry 
specialty  applications  are  seismic  data  processing,  numerically  con- 
trolled machine  tool  software  development,  and  demand  deposit  ac- 
counting. 

Utility  services  are  those  where  the  vendor  provides  access  to  a com- 
puter and/or  communications  network  with  basic  software  that  enables 
users  to  develop  their  own  problem  solutions  or  processing  systems. 
These  basic  tools  include  terminal-handling  software,  sorts,  language 
compilers,  data  base  management  systems.  Information  retrieval 
software,  scientific  library  routines,  and  other  systems  software. 

SOFTWARE  PRODUCTS  - This  category  includes  users'  purchases  of  applica- 
tions and  systems  packages  for  use  on  In-house  computer  systems.  Included 
are  lease  and  purchase  expenditures,  as  well  os  fees  for  work  performed  by 
the  vendor  to  implement  and  maintain  the  package  at  the  users'  sites.  Fees 
for  work  performed  by  organizations  other  than  the  package  vendor  are 
counted  in  professional  services.  There  are  several  subcategories  of  software 
products. 
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APPLICATIONS  PRODUCTS  - Software  that  performs  processing  to 
service  user  functions.  They  consist  of: 

. CROSS-INDUSTRY  PRODUCTS  - Used  In  multiple  user  industry 
sectors.  Examples  are  payroll,  inventory  control,  and  financial 
planning. 

. INDUSTRY-SPECIFIC  PRODUCTS  - Used  in  a specific  industry 
sector  such  as  banking  and  finance,  transportation,  or  discrete 
manufacturing.  Examples  are  demand  deposit  accounting  and 
airline  scheduling. 

SYSTEMS  PRODUCTS  - Software  that  enables  the  computer/communi- 
cations system  to  perform  basic  functions.  They  consist  of: 

. SYSTEMS  CONTROL  PRODUCTS  - Function  during  applications 
program  execution  to  manage  the  computer  system  resource. 
Examples  include  operating  systems,  communication  monitors, 
emulators,  and  spoolers. 

DATA  CENTER  MANAGEMENT  PRODUCTS  - Used  by  opera- 
tions personnel  to  manage  the  computer  system  resources  and 
personnel  more  effectively.  Examples  include  performance 
measurement,  job  accounting,  computer  operations  scheduling, 
and  utilities. 

APPLICATION  DEVELOPMENT  PRODUCTS  - Used  to  prepare 
applications  for  execution  by  assisting  in  designing,  program- 
ming, testing,  and  related  functions.  Examples  Include  lan- 
guages, sorts,  productivity  aids,  data  dictionaries,  data  base 
management  systems,  report  writers,  project  control  systems, 
and  retrieval  systems. 
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PROFESSIONAL  SERVICES  - Made  up  of  services  in  the  following  categories: 


EDUCATION  SERVICES  - EDP  products  and/or  services  - related  to 
corporations,  not  individuals. 

CONSULTING  SERVICES  - EDP  management  consulting  and  feasibility 
studies,  for  example. 

SOFTWARE  DEVELOPMENT  - Including  system  design,  contract  pro- 
gramming, and  "body  shopping." 

PROFESSIONAL  SERVICES  FACILITIES  MANAGEMENT  (PSFM)  - The 
counterpart  to  processing  facilities  management,  except  that  in  this 
case  the  computers  are  owned  by  the  client,  not  the  vendor;  the  vendor 
provides  people  to  operate  and  manage  the  client  facility. 

• INTEGRATED  SYSTEMS  (Also  known  as  Turnkey  Systems)  - An  integration  of 
systems  and  applications  software  with  hardware,  packaged  as  a single  en- 
tity. The  value  added  by  the  vendor  is  primarily  in  the  software.  Most 
CAD/CAM  systems  and  many  small  business  systems  are  integrated  systems. 
This  does  not  include  specialized  hardware  systems  such  as  word  processors, 
cash  registers,  and  process  control  systems. 

• Integrated  systems  revenue  in  this  report  is  divided  into  two  categories. 

INDUSTRY-SPECIFIC  systems,  i.e.,  systems  that  serve  a specific 
function  for  a given  industry  sector  such  as  seismic  processing  systems, 
automobile  dealer  parts  inventory,  CAD/CAM  systems,  discrete  manu- 
facturing control  systems,  etc. 

CROSS-INDUSTRY  systems,  i.e.,  systems  that  provide  a specific 
function  that  is  applicable  to  a wide  range  of  industry  sectors  such  as 
financial  planning  systems,  payroll  systems,  personnel  management 
systems,  etc. 
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Revenue  includes  hardware,  software,  and  support  functions. 


C. OTHER  CONSIDERATIONS 


• When  questions  arise  about  the  proper  place  to  count  certain  user  expendi- 
tures, INPUT  addresses  them  from  the  user  viewpoint.  Expenditures  are  then 
categorized  according  to  the  answer  to  what  the  users  perceive  they  are 
buying. 

• The  standard  industrial  classification  (SIC)  codes  are  used  to  define  the 
economic  activity  contained  in  generic  sectors  such  as  Process  Manufacturing, 
Insurance,  Transportation,  etc. 

• The  specific  industries  (and  their  SIC  codes)  included  under  these  generic 
industry  sectors  are  detailed  in  Exhibit  A. 
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EXHIBIT  A-1 


INDUSTRY  SECTOR  DEFINITIONS 


INDUSTRY  SECTOR 

INDUSTRY 

SIC 

INDUSTRY  NAME 

Discrete  Manufacturing 

23 

Apparel 

25 

Furniture 

27 

Printing 

31 

Leather 

34 

Metal 

35 

Machinery 

36 

Electronics 

37 

T ransportation 

38 

Scientific  and  Control  Instruments 

39 

Miscellaneous  Manufacturing 

Process  Manufacturing 

10 

Metal  Mining 

11 

Anthracite  Mining 

12 

Coal  Mining 

13 

Oil  and  Gas  Extraction 

20 

Food  Products 

21 

Tobacco 

22 

Textile  Products 

24 

Lumber  and  Wood  Products 

26 

Paper  Products 

28 

Chemicals 

29 

Petroleum 

30 

Rubber  and  Plastics 

32 

Stone,  Class,  Clay 

33 

Primary  Metals 

Continued 
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INDUSTRY  SECTOR  DEFINITIONS 


INDUSTRY  SECTOR 

INDUSTRY 

SIC 

INDUSTRY  NAME 

T ransportation 

40 

Railroads 

41 

Local  Transit 

42 

Motor  Freight 

43 

U.S.  Postal  Service 

44 

Water  Transportation 

45 

Air 

46 

Pipelines 

47 

Transportation  Services 

Utilities 

48 

Communications 

49 

Electric,  Gas,  and  Sanitary 

Banking  and  Finance 

60 

Banks 

61 

Credit  Agencies 

62 

Security  and  Commodity  Brokers 

67 

Holding  and  Investment  Offices 

Insurance 

63 

Insurance  (Life,  Health,  Etc.) 

64 

Insurance  Agents 

Medical 

80 

Health  Services 

Continued 
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INDUSTRY  SECTOR  DEFINITIONS 


INDUSTRY  SECTOR 

INDUSTRY 

SIC 

INDUSTRY  NAME 

Education 

82 

Educational  Services 

Retail 

52 

Building  Materials,  Hardware 

53 

General  Merchandise 

54 

Food 

55 

Automotive  and  Gas  Stations 

56 

Apparel 

57 

Furniture 

58 

Eating  and  Drinking 

59 

Miscellaneous  Retail 

Wholesale 

50 

Durable  Goods 

51 

Nondurable  Goods 

State  and  Local 

Government 

91-97 

As  Appropriate 

Federal  Government 

91-97 

As  Appropriate 

Services 

73 

Business  Services  (excluding 
information  services  companies 
themselves) 

Continued 
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INDUSTRY  SECTOR  DEFINITIONS 


INDUSTRY  SECTOR 

INDUSTRY 

SIC 

INDUSTRY  NAME 

Other  Industries 

01-09 

Agriculture,  Forestry,  and 
Fishing 

15-17 

Construction 

65 

Real  Estate 

66 

Combinations  of  Real  Estate, 
Insurance,  Loans,  Law  Offices 

70 

Hotels,  Rooming  Houses,  Camps, 
and  Other  Lodging  Places 

72 

Personal  Services 

75 

Automotive  Repair,  Services, 
and  Garages 

76 

Miscellaneous  Repair  Services 

78 

Motion  Pictures 

79 

Amusement  and  Recreation 
Services,  Except  Motion  Pictures 

83 

Social  Services 

84 

Museums,  Art  Galleries, 

Botanical  and  Zoological  Gardens 

86 

Membership  Organizations 

89 

Miscellaneous  Services 
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APPENDIX  B 
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LIST  OF  APPLICATIONS  AREAS 
MENTIONED  BY  RESPONDENTS 


Marketing 

• Market  Exploration  (and 
Marketing  Data  Base) 

• Market  Research 

• Sales  Forecasting 

• Sales  Analysis 

• Market  or  Sales  Territory 
Planning 

• Customer  Information 

• Customer  and  Product 

• Profitability  and  Pricing 

Ordering 

• Order  Writing  (automated 
aid) 

• Order  Entry 

• Order  Processing 

• Back  Order  and  Reorder 

• Billing/Invoicing 


Sales 

• Sales  Call  Planning  and  Tracking 

• Sales  Development,  Including 
Marketing 

• Automatic  Phoning  and  Sales 
Demonstration 

Distribution 

• Distribution  Accounting 

• Distribution  Resource 
Planning 

• Distribution  Analysis 
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: USER  QUESTIONNAIRE 


t. 


CATALOG  NO.  |M|^D|3|  | 


USER  QUESTIONNAIRE 

Read  the  Sales,  Marketing,  and  Distribution  Applications  as  shown  in  Exhibit  C-1. 


la.  Which  of  these  applications  do  you  use  - and  what  are  your  annual  expenses, 
whether  It  is  an  expense  from  an  internal  office  or  paid  to  a vendor? 
(Guesstimate  or  put  down  high,  or  moderate  or  low;  indicate  applications  that 
are  priced  together) . 

b.  What  types  of  applications  are  missing  from  this  list?  Ask  for  expenses  for  those 
only  if  they  refer  to  sales,  marketing  or  distribution  applications. 

c.  Which  of  these  applications  did  you  start  to  use  during  the  last  two  years  or 
feed  that  you  should  be  using  now? 

d.  What  are  the  reasons  for  your  Increased  use  of  applications  or  plans  for  new 
systems? 


2a.  What  computer  service  vendors  and  products  do  you  use  or  associate  with  any 
of  these  applications? 

b.  Does  their  service  stand  out  or  seem  very  successful? 

c.  What  factors  would  be  important  in  selecting  their  products? 

d.  What  applications  are  growing  at  a fast  rate? 


3a.  How  well  are  needs  met  in  each  of  these  application  areas?  Rate  1-5  with  1 
standing  for  poor  or  a beginning  level  of  service  to  5 meaning  that  they  really 
meet  your  needs.  (0  can  be  used  to  indicate  that  the  respondent  does  not 
know  of  any  computer  application) . 

b.  What  capabilities  are  misssing  for  those  applications  rated  low? 


4.  What  applications  are  of  greatest  current  interest  ot  you? 

a.  Check  those  of  greatest  current  interest  or  if  the  respondent  will  supply  a 
rating  for  high  interest  categories  (3,  4,  or  5),  please  fill  that  in. 

b.  Please  describe  significant  capabilities  of  these  systems. 


5.  Do  any  of  these  applications  offer  a real  payoff  to  your  company?  I I Yet;  I I 


No 


Please  name  and  state  why. 
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6a.  What  applications  will  become  of  greater  Interest  In  the  future? 


b.  When? 


c.  Should  they  generate  high,  moderate  or  low  use? 


7a.  What  mode  of  processing  is  used  in  these  applications  at  present?  Answer 
overall  or  per  application  If  there  are  different  modes  used. 


RCS 


In-house:  Developed  software  _ 

on 

Mainframes , Minis 

Integrated  System 


or  Outside  Package 


, PCs 


on  Mini 


or  PC 


? dlYes  di 


b.  Would  you  like  to  have  a PC  version  of  this  application?  I I Yes 

8a.  How  would  you  like  future  applications  to  be  handled? 

I I T rial  on  RCS 
LJ  RCS 

□ In-house  developed  software 

□ Outside  Package 
Id  Integrated  System 

on 

I I Mainframe 

I I Mini 

d PC 

b.  Would  you  also  like  a PC  version  of  this  application?  _ 


9. 


Which  applications  are  or  could  be  used  at  multiple  locations? 
I — I From  mainframes 
d On  RCS 
d On  PCs 


No 
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10a.  Which  of  your  total  application  areas  has  been  customized  for  your  industry? 
Please  describe  briefly. 


b.  Which  of  these  applications  should  be  integrated  with  other  applications  for 
your  industry?  (Indicate  if  they  are). 


11.  What  additional  features  or  capabilities  should  be  made  available  with  these 
applications? 

List  overall  or  by  application  (if  possible). 

EUcraphlcal  output 
I Istorage  of  data  in  a data  base 

□ Use  of  Industry  data  bases 

LIdss 

□ PC  versions 

IZZIother 


12.  Would  an  interactive  learning  model  be  useful  for: 
a.D  Sales  Reps 
□ Sales  trainees 
EZI Product  planners 
1 iMarkpt  planners 

EUothers  (please  list) 


b.  What  capabilities  or  features  would  you  like  to  see? 
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13.  Are  your  distribution  systems  integrated  with  other  systems? 

□ Yes  □ No 

which  (could  be  multiple) 

Inventory 

Delivery  or  routing 
Production  planning 
Accounting 

Other_ 

14.  Does  your  distribution  sytem  feed  back  information  to  other  systems?  (The 
respondent  may  feel  this  was  answered  by  the  previous  question;  if  so,  just 
note  which  functions  listed  above,  only  received  data  from  distribution). 

CUYes  CD  No 

which  (could  be  multiple) 

CDlVIarketing 

CDsales 

[ I Production  planning 
I I Customer  information 

CDother 

15.  What  type  of  information  is  supplied? 

Customer  location 
Customer  size 
Mix  of  goods  or  services 
Problems 
Complaints 
Other 

16.  What  is  the  main  purpose  of  your  distribution  system?  


□ 

□ 

□ 

□ 

□ 

□ 


□ 

□ 

□ 

□ 

□ 
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What  other  information  would  it  be  useful  to  gather  with  this  study? 
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VENDOR  QUESTIONNAIRE 
Answer  questions  1-4  on  attached  sheet. 

Read  the  Sales,  Marketing,  and  Distribution  Applications  as  shown  in  Exhibit  D-1. 


la.  Which  of  these  applications  do  you  offer  (please  obtain  name)  and  could  you 

estimate  your  annual  revenue  for  them?  (Guesstimate  if  necessary  or  put  down 
high,  moderate  or  low). 

b.  What  applications  are  missing  from  this  list?  (Ask  for  revenue  figures  for  these 
only  if  they  refer  to  sales,  marketing  or  distribution). 

c.  Which  of  these  applications  did  you  start  to  offer  during  the  last  2 years  or  are 
contemplating  now?  (Answer  a,  b,  and  c together  on  the  attached  form). 

2a.  What  is  significant  about  the  products  you  offer  for  any  of  these  applications? 

b.  What  other  vendors  do  you  associate  with  any  of  these  products? 

c.  What  applications  are  growing  at  a fast  rate  for  you  or  the  industry? 


3a.  How  well  do  you  think  needs  are  being  met  in  these  application  areas  with 

existing  software?  Rate  1-5  with  1 standing  for  a poor  or  beginning  level  of 
service  and  5 standing  for  a very  good  product. 

b.  What  needs  are  not  being  met  in  these  applications  rated  1 or  2? 

4a.  What  applications  are  of  greatest  current  interest  to  users?  (Check  those  of 
greatest  Interest  or  fill  in  a ranking  of  3,  4 or  5 to  indicate  the  high  interest; 

5 would  signify  the  highest  level). 

b.  What  needs  should  be  addressed  for  these  applications  (if  that  was  not  addressed 
in  3b)? 


5.  Do  any  application  areas,  whether  automated  or  not,  offer  a significant  payback 
opportunity  to  your  users. 

Dves  O No 

Please  describe: 
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on 


6a.  What  mode  of  processing  do  you  offer  for  these  applications  at  present?  Answer 
overall  or  per  application  if  there  are  different  modes  used. 

CUrcs 

I I Package 

LZllVlainframes 
[ZJlVIinis 
EH  PCs 

EH  Integrated  


on 


□ Mini  or  EHpC 

Would  you  also  like  to  have  a PC  version  of  this  application?  I I Yes  I I 


No 


Please  list: 


7a.  How  would  you  like  to  offer  new  products  in  the  future? 

□ Trial  on  RCS 

EHrcs 

[Z]  Package 
EH  Integrated  System 
on 

EHlVlainframe 
EUlVlini 
EH  PC 

b.  Would  you  also  like  to  offer  a PC  version  of  this  application? 

8.  Which  applications  could  be  used  at  multiple  locations? 

EH  From  mainframes 
EHon  RCS 
EHon  PCs 
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9a.  Which  of  these  application  areas  has  been  customized  for  your  industry? 
Please  describe  briefly. 


b.  Which  applications  should  be  Integrated  with  other  applications  for  your  industry? 
(Indicate  if  they  are). 


10.  What  additional  features  of  capabilities  should  be  made  available  with  these 
applications? 

CD  Graphical  output 

I I Storage  of  data  in  a database 

CD  Use  of  Industry  databases;  which 


I I PC  versions 
CDother  (what); 


11a.  Would  an  Interactive  learning  model  be  useful  for: 

CD  Sales  reps 
CD  Sales  trainees 

I I Product  planners 

CDlVIarket  planners 

EDothers  (Please  list):  
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11b.  What  capabilities  or  features  would  you  like  to  see? 


12.  Do  you  offer  distribution  systems  integrated  with  other  systems? 


□ 

□ 

□ 

□ 

□ 

□ 


Yes  which  (could  be  multiple) 
Inventory 

Delivery  or  routing 
Production  planning 
Accounting 
Other 


□ 


No 


13.  Are  your  distribution  systems  integrated  with  other  systems? 

□ Yes  □ No 

which  (could  be  multiple) 

EZl  Inventory 

LZl  Delivery  or  routing 

□ Production  planning 
CH  Accounting 

I lother 
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14. 


Does  your  distribution  system  feed  back  information  to  other  systems?  (The 
respondent  may  feel  this  was  answered  by  the  previous  question;  if  so,  just 
note  which  functions  listed  above,  only  received  data  from  distribution) 


□ 


Yes 


□ 


No 


□ 

□ 

□ 

□ 

□ 


which  (could  be  multiple) 

Marketing 

Sales 

Production  planning 
Customer  information 
Other 


15.  What  type  of  information  is  supplied? 

□ Customer  location 
EZIcustomer  size 

I Imix  of  goods  or  services 

□ Problems 

I I Complaints 

EZJother 


16.  What  is  the  main  purpose  of  your  distribution  system? 


17.  What  other  information  would  it  be  useful  to  gather  with  this  study? 
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APPENDIX  E: 


RELATED  INPUT  REPORTS 


• Annual  Information  Systems  Planning  Report,  December  1983. 

• Information  Services  Pricing  Trends  and  Techniques,  Volume  1,  Processing 
Services  and  Integrated  Systems,  September  1 983. 

• Information  Services  Pricing  Trends  and  Techniques^  Volume  II,  Software 
Products  and  Professional  Services,  December  1983. 

• Methods  of  Cost/Benefit  Analysis  for  Office  Systems,  September  1 983. 

• Personal  Computer  Opportunities  for  Remote  Computing  Services  Vendors, 
June  1983. 

• Marketing  Methods  That  Boost  Sales,  December  1 983. 

• U.S.  Information  Services  MarketSt  I983-I988«  Volume  I,  Industry-Specific 
Markets,  December  1 983. 

• U.S.  Information  Services  Markets,  1983-1988,  Volume  II,  Cross-Industry 
Markets,  December  1 983. 
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